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INTERNATIONAL AFFAIRS 


PROSPECTS FOR EAST-WEST ECONOMIC COOPERATION EXAMINED 
East Berlin LPW-BERICHTE in German Vol 8 No 4, Apr 79 pp 28-34 


[Article by Monika Wandrow: "Forms of Industrial Cooperation Between Socialist 
States and Capitalist Industrial Countries of Europe--Peaceful Coexistence 

and Economic Cooperation--Basis of Relations: Equality and Mutual Advantage-- 
intensification of Economic Relations for Mutual Benefit." A translation 

of the earlier LPW-BERICHTE article, cited in footnote 8 below, is available 
under the title, "“Socialist-Capitalist Cooperation in Third World Advocated,” 
in JPRS 73336, 30 Apr 79, No 1889 of this series, pp 22-46] 


[Text] For the states of the socialist community trade and economic coopera- 
tion with capitalist industrial countries are an integral part of their policy 
of peaceful coexistence. In following this policy, they are utilizing the 
advantages that result from the internationalization of economic life and the 
worldwide division of labor, on the basis of equality of rights and mutual 
advantage for socialist deve lopment .} 


The result of the Conference on Security and Cooperation in Europe, at which 
the necessity of improving the political climate in the tctal system of in- 
ternational relations was underlined, contains among other things a com 
prehensive program of “cooperation in the fields of economy, science and 
technology as well as environment."* In this program the socialist states 
and the other signatory countries are indicating their willingness to enlarge 
mutual trade, gradually to remove obstacles of any kind to this trade, to 
continue the development of indsutrial cooperation, and to develop jointly 
projects of mutual interest. 


Objective Basis: Internationalization of Productive TPorces. 


The efforts to open up new forms of industrial cooperation are directed toward 
concluding, in addition to government treaties and trade agreements, especially 
framework agreements on scientific-technical cooperation and on the joint 
appearance at third markets with firms and institutions of capitalist partner 
countries, 











In the last few years alone, more than 80 bilateral government agreements on 
economic, scientific-technical and industrial cooperation have been signed, 
including, in “ay 1978 the “Agreement on the Development and Strengthening of 
the Long-Range Cooperation Between the USSR and the FRG in the Fields of 
Science and Industry" for a period of 25 years. In the first half-year of 
1978, the GDR has concluded a series of additional cooperation agreements-- 
especially with the firms of France and Austria--on the basis of mutual advan- 
tage. 


Karl Marx defined cooperation as “the form of labor of many who, in the same 
production process or in different but related (connected) production processes, 
are working according to a plan beside and with one another."3 This cooper- 
ation is very closely connected with the progressive division and special- 
ization of labor, with the increase in work effectiveness, with the emergence 
ot an additional advantege as the basis for the mutual advantage of the par- 
ticipating partners. This characteristic feature of cooperation is valid not 
only for the relations between producers within one country but also between 
producers of different countries. 


At the present time, the international character of productive forces is be- 
coming more and more evident. Technical progress, for instance, results in 
new and individual lines of mass production that turn out not only final pro- 
ducts but also individual, replacement and assembly parts; at the same time, 
nowever, it becomes necessary to bring together producers that are independent 
of each other in technologically integrated complexes, in which they will be 
connected through a network of stable and long-range conditions of cooperation 
imong each other. In technological complexes of this kind, the relationship 
between the producers and buyers of products assumes the character of re- 
lationships between partners in the same procuction process. 





‘4 connection with the new dimensions of the development of productive forces 
‘here was formed in the last decades in the field of economic relations be- 
tween the prodvcers of goods of different countries a new cooperation in the 
provcution process itself.4 International production cooperation became one 
»f the most important tendencies in world economic relations. 


khereas the traditional form of economic relations between different countries, 

foreign trade, has so far produced a primarily indirect relationship between 

the production of different countries, in the course of which the final, or 

initial, phases of the reproduction process alone were exchanged across in- 

te national borders, the essential character of the international production 
peration consists in including the production process itself, its tech- 

. ‘ogy, in the process of the internationalization of the economic life. 


Up to the present, cooperation relationships have taken place primarily within 
the socialist states and the capitalist industrial countries. With the fur- 
tuner advance of technical progress, the tendency in the process now is to 

no beyond these Limitations. In this process, however, priority will always 
be given to relations among the countries of the respective social systems. 








Special Features of the Cooperation Relations Between the Ssytems. 


It was not until the end of the sixties that cooperation relations existed 
between socialist states and capitalist industrial countries. These relations 
have certain special features that are caused by the differences in the social 
systems to which the partner countries belong. 


industrial cooperation, for instance, between socialist and capitalist coun- 
tries, could develop only in conjunction with the progress of political detente 
between East and West; because a certain measure of mutual trust is inherent 

in the nature of any kind of long-range and stable economic relations. 


Another feature of the industrial cooperation between socialist and capitalist 
countries is that it develops under the influence of an already existing 
machinery of economic cooperation, as for instance mixed government commissions, 
special cooperation authorities and economic-political affairs. And finally, 

a special feature of the cooperation relations consists in the fact that 

these relations are taking place in very specific and differentiated forms 

that are brought about by the conditions of the different social systems.? 


There are partially diverse opinions as far as the evaluation of these forms 
of cooperation, as well as the definition of the concept of cooperation are 
concerned, In most cases, however, industrial cooperation is considered to 
be the long-range, purposeful cooperation on the basis of mutual advantage 
that includes different fields of economic and scientific-technical activ- 
ities. <A guideline in this case is the definition of (the concept of) 
cooperation as used by the UN Economic Commission for Europe (ECE) which 
“defines as industrial cooperation in the East-West relations...(those) econ- 
omic relations and activities which 


a) are the results of several years of agreements between partners having 
different economic systems, which go beyond the direct shipment of goods and 
provision of services and include, additionally, a series of supplementary 
and mutually conditioned activities (in the production field, for the de- 
velopment, and during the transfer of technical equipment (technologies), 
for the purpose of marketing etc.); and which 


b) are the result of those agreements that were specifically designated as 
industrial cooperation agreements by the governments particiapting in bi- 


lateral or multilateral agreements."/ 


According to this definition the ECE divides industrial cooperation into six 
main forms: 


|. Licence agreements with subsequent payment in form of finished products; 


2. shipment of complete plants or production lines, with payment in torm of 
finished products; 


2 
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3. joint production and specialization; 

4. system of subsuppliers; 

5. establishment of joint marketing and production operations; 
6. offer and completion of joint projects (in third countries). 
Table 1 


Participation of Socialist and Capitalist States in Industrial East-West Co- 
operation 1977* 











Country Percent Country Percent 
Bulgaria 5.3 FRG 21.4 
CSSR Jena France 14,4 
GDR 2.6 Great Britain 7.0 
Poland 18.85 Italy 9.1 
Romauia 14.9 Japan 7.4 
USSR 29.8 Austria 7.0 
Hungary 25.2 Sweden 6.2 
Other countries 27.5 
* Percentage of (cooperation) shares taken from a selection from 658 agree- 


ments that are contained in the “Cooperation Register of the ECE (UN Economic 
Commiseion for Europe)" 


—_— -_-<-—— -— 


Source: ECE Trade/R. 355/Add, 2 of 15 Nov 1977 


_ _——_—— 








jamics and Structure of Industrial Cooperation 


{iret agreeme “~ “" industrial cooperation between socialist states and 
capitalist industi mtries were made in the middle of the sixties. But 
tle systematic regis ion of agreements of this kind is just being begun on 
the national level. However, a good indicator can be considered to be the 
“CE data that were compiled as a result of polls and consultations among the 
covernments of the participating countries. According to these data, there 
we re concluded, up to March 1973, about 600 industrial cooperation agreements, 
4 to the end of 1974 about 1,000, up to 1976 approximately 1,200, and up to 
‘end of 1977 already 1,500, 


‘he dynamics expressed by these figures, however, must be considered with a 
certain discretion, because these data contain merely summaries of cases of 
varying importance. The same is true also in regard to the ECE data pre- 

ented in Table 1. Not even considering the fact that these data represent 
1 selection, quantitative value says nothing about the quality of the dif- 


terent agreements. 

















The share of cooperation shipments in the foreign trade turnover of thie 
socialist states with capitalist countries is still erlatively small. The 
value of this share in the total East-West trade is estimated to be about 4 
to 5 percent; in machine construction it constitutes from 10 to 15 percent of 
the export of some socialist states to capitalist count? ivs.® 


fable 2 
Structure of the East-West Cooperation According to Industry Branches. 


Shares in Percent 


-_— — 











Branch of Industry 1972 1975 1976 1977 

Machine Construction 22.3 30.0 29.2 22.0 

Machine Tool Construction 8.4 FF 5.4 3.5 

Transport Equipments 17.3 15.0 14.4 12.6 

Electronics ) 5.3 6.0 7.5 
) 16.3 


—- 


Electronics Industry 6.3 5.0 6.0 
Chemical Industry 19.3 13.5 17.5 23,8 
6.8 7.4 7.9 


Mining Industry, Mining  ) ° ° ° 
) 

Light Industry ) 6.8 6.7 6.5 
) 16.4 

Food Industry ) 4.8 4.0 302 
) 

Other Branches and Fields*) 5.8 4.4% 5.0 





-—_——— i, ee li —_—~_a> —_—— ee Sc EC Or 





*Coastruction Industry, Tourist Industry, and similay kinds 


a 
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Sources: Analytical Report on Industrial Co-ogeration axong ECE Countries, 
Geneva 1973; ECE, Trade/R, 320 of 26 Aug 1975; Trade/AC.3/R. 8 of 3 Aug 1976; 
Trade/R,. 355/Add. 2 of 15 Nov 1977. 





Most of these agreements pertain to machine construction, electrotechnology/ 
electronics and the chemical industry, whereas cooperation in such important 
fields as mining or light indvstry is still relatively poorly developed. In 
Agriculture there are only a few individual agreements of this kind (see 
Table 2). 


According to research done by the ECE in 197719 the greatest progress was made 
in joint production based on the specialization of the partners (38.3 percent 
ot the cases investigated by the ECE). In sccond place are agreements that 
are connected with the transfer of technology: license exchange (1/7.1 per- 
cent) and shipment of complete plants or equipment (20.5 percent). Payment 

is amde in form of the products that are produced in these plants or with the 
help of the transferred licenses or equipment. Subsupplier agreements as 








well as joint operations are a relatively new form of East-West cooperation 
(7.4 and 19,5 percent). Only a minor role is played by the offer and comple- 


tion of joint projects with 5.1 percent, and for three-way cooperations with 
1.1 percent. 


With 61.5 percent, joint production based on specialization is the most wide- 
spread form of cooperation in the USSR, in the GDR with 35.3 percent, in Hun- 
gary with 32.6 percent, in Poland with 32.3 percent and in Bulgaria with 31.4 
percent. The acquisition of plants and equipment, which is paid for by ship- 
ments of products, is the main form of cooperation of Romania (25.5 percent). 
Im the CSSR license exchange stands in first place with 27.3 percent. 


At the present rime, the possibilities that are opened up for the economic and 
scientific-technical development level of socialist and capitalist countries 
through cooperation are not being exhaustec. This is true for the intensity 
of exchange as well as for the nomenclature of the (industry) branches in 
which cooperation is taking place. To this must be added the fact that cap- 
italist partners are still badly informed about the production possibilities 


of socialist countries and about their successes in some of the leading fields 
vf science and technology. 


Important Business Agreements on the Basis of Compensation, 


The creation of large industrial projects and complete industrial complexes 
on the basis of compensation is one form of production cooperation with cap- 
italist tirms which is practiced primarily in the USSR, Poland and the GDR. 
\s Willi Stoph, chairman of the GDR Council of Ministers, emphasized: “New 
strong impluses can be given to the exchange of goods through additional 
hbusiness deals based on compensation. In this we proceed from the principle 
that the buyer of plants and equipment is guaranteed the marketing of his 
oroducts in the interest of financing the imports."11 


ihe essential characteristic of agreements made on the basis of compensation 
/ the tact that the foreign trade organizations of socialist countries ac- 
quire, with the help of toreign credits, equipment, machines, materials and 
1ise modern technical knowhow. The credits that have been taken out are paid 
otf by shipments of raw materials or industrial products from the newly built 
slants or from the production of other plants. So far, agreements of this 
xind pertain primarily to branches of industry that produce raw materials and 
‘rtially fabricated products whose quality features will remain unchanged 
r the duration of the compensation agreement. According to the tendencies 
scientific-technical progress, however, it is necessary to extend the area 
validity of these agreements to the manufacturing (phase of) industry. 


‘tate authorities and firms as well as firms and banks of capitalist indus- 
‘rial countries are participating in the completion of compensation agreements. 
they mae it possible for socialist states to utilize long-range foreign 
credits to develop natural resources, to build new industrial capacities and 
enlarge already existing ones, to develop barely explored fields and thereby 

ive time and expense, At the same time, the socialist states are guaranteed 








the export of a part of the industrial products that were produced in the 
plants built on the basis of compensation, and these exports pay not only for 
the equipment and technology but additional foreign currency earnings are also 
assured, 


The GDR has emphasized on several occasions that it will continue along the 
proven way of compensation deals. In the concluded agreements the different 
forms of industrial cooperation are utilized, as for instance a joint vote on 
production programs, supplies and final shipments of plants, as well as co- 
operation during export and plant installation in third countries. 


in spring 1977, the GDR foreign trade enterprise [division of] industrial 
plants import and the italian firm of Danieli & Co. S.P.A. concluded an agree- 
ment on the construction of an electrolsteel work with continuous casting 
equipment for the VEB Steel and Rolling mill in Brandenburg. Other firms 
from Italy and Sweden, as well as several GD& firms, will cooperate in the 
construction of this industrial plant by 1980. On the basis of the compen- 
sation principle, an additional agreement was signed on the shipment of 
matallurgical products and products of the metal processing industry in the 
GDR, amounting to the same value,12 There are business relations of long 
standing between the GDR foreign trade enterprises and the Austrian firm 
Voeest-Alpine Montan AG. Much attention was given to the agreements on joint 
major projects in Australia, Mauretania and Cameroon. On the occasion of 
Federal Chancellor B. Kreisky's visit to the GDR in March/April 1978, a new 
agreement was signed between the Voeest-Alpine and the GDR machine export 
enterprise on cooperation over the next 10 years, as well as agreements on 
the participation by both countries in important investments. !- 


An example ot the mutual advantage of compensation deals that counteract the 
emergence of foreign trade deficits, also in cases of joint action in third 
countries, is provided by the Austrian firm of Plasser and Theurer, which 
produces hydraulic machines for the construction and maintenance of railroad 
tracks and ships them to the GDR. In turn, Austria receives from the GDR 
railroad slewing cranes produced by the Kirow Works, and sells them through 
its farreaching network of representatives at markets which are harder to 
reach for the GDR. 


During the v¥sit of the GDR state delegation to France in June 1978, an im- 
port treaty was signed, among other things, with the Citroen concern on the 
shipment of a plant to produce synchronized drive shafts for the GDR auto- 
mobile industry, amounting to several hundred million marks on the compen- 
sation basis--whereby the (return) shipment of the synchronized drive shafts 
to France is to take place between 1981 and 1989, On the same compensation 
basis the GDR signed the fall of 1978 an import treaty on the shipment and 
construction of a plant for the production of glue in cooperation with the 
West Berlin firm Berlin-Consult GmbH. 


In spite of all the successes acheived so far, there are other than positive 
reactions te this form of cooperation. Some capitalist economists and economic 











planners oppose “reciprocal deals." They express "concern" that the socialist 
countries could omit "their own contributions, especially in the fields of 
sales and services."!4 Others are trying to discredit compensation agreements 


by equating them with "a primitive barter arrangement,"!° or by defining them 


as “cooperation based on bartering" and thereby "a true salvation"!® for the 
socialist states." 


Still, cooperation on the basis of compensation is neither a "concession" by 
capitalist countries to socialist states, nor does it represent a kind of ex- 
change agreement whose form deserves to be belittled. Cooperation agreements 
are being practiced among many countries and represent a form of economic re- 
lations especially suitable for long-range and stable cooperation between so- 
cialist and capitalist countries.!/ In compensation agreements there are ad- 
vantages for both sides. Through them new possibilities for major projects 
are opened up in the fields of energy, raw materials and also processing 
industries, so that trade can be extended and stabilized. 


A few years ago, some firms in the GDR began to produce well-known brand 
products of capitalist firms in license production, At that time, this was 
a new form of cooperation, even though it was quite usual between capitalist 
firms. Meanwhile, there is license production between cearly all socialist 
countries and capitalist states because this kind of production has two main 
advantages. First, the technical equipment and the knowhow as well as the 
raw materials and starting materials furnished are being paid for partially 
through export of the products agreed upon in the contract. Secondly, with 
a relatively low expenditure, the supply of consumer goods in the domestic 
trade is being expanded, and furthermore the expenditures for imports from 
capitalist countries are being reduced, 18 


Mixed Companies 


ror the establishment of joint enterprises in production within the territory 
ot socialist countries that operate according the the principles of shared 
participation with foreign partners, legal precedents have been set so far in 
tour CEMA countries--Romania, Hungary, Poland, SRV. Until the end of 1975, 
six joint enterprises were established in Romania: Romcontrol (USA), Rifil 
(Italy) Resitarent (FRG), Roniprot (Japan), Romelite (Austria) and Elarom 
(France). The last of these firms had to stop production after a few months 
hecause of sales difficulties.!9 In Hungary there existed at the end of 1975 
$ joint firms: Volcom (Sweden), Sicontact (FRG) and Radelcor (USA). 


('e experiences gained from enterprises of this kind are still too small to 
.in a real picture of their economic strength. But because of the social- 
economic differences of the two social systems, this form of industrial 
cooperation will most certainly not become one of the chief forms of co- 
operation between socialist states and capitalist industrial countries, 


One form of cooperation that is being favered increasingly by socialist states 
is the mixed marketing companies within the territory of Western European 











countries, because for socialist countreis it is extremely difficult to make 
headway with their goods on capitalist markets--even if they are first-class 
products. The products (in the field) of machine construction, for instance, 
which are exported from the GDR to capitalist industrial countries, meet on 
the way not only restrictions of tariffs, quantities and others, but also 
meet obstacles that are determined by the monopolizing of the market. 


In these cases partnership relations are complicated and closely associated 
with state organs, banks, research institutes and production enterprises in 
different capitalist countries. The result of these serious obstacles is 
that the socialist countries can export fewer of their finished products 

than their level of economic development, their industrial potential and the 
level of their scientific-technical progress would otherwise warrant. 


in many cases, therefore, the socialist states are making use of the marketing 
organizations of capitalist countries or mixed marketing companies in which 
socialist as well as capitalist firms are participating, in order to open up 
for themselves new markets for traditional, new and those particular products 
on which the specialization of the production program between East and West 

is based, 


In the sixties, a whole series of mixed marketing companies was established 
in different Western European countries. 


The first Hungarian-British company of this kind was established by Hungarotex 
in Great Britain in 1969; meanwhile, others have been established in the FRG, 
France, the Netherlands, Spain and Italy, 20 In 1976, the Central European 
Fruit Ltd. was established in London as a joint Hungarian-British enterprise 
whose purpose is the import of fresh fruit and vegetables from Hungary to Great 
Britain, and the marketing of these goods. 


Romania also has a series of mixed companies in Western European countries.22 
In 1976, the Polish-British Polibur Engineering Ltd was founded in Manchester, 
whose purpose it is to support Polish investment goods exports to Great Bri- 
tain.23 In the FRG the Bulgarian Irion Car Sales GmbH was established for the 
warketing and completing of Balkancar electric fork lift trucks after Bulgaria 
had already established mixed companies of this kind in France, Italy, the 
Netherlands and Sweden, 


\t the present time, about 400 mixed marketing firms are operating in Western 
Europe. They have already proven their viability, and their field of operation 
is still expandable, 


New Dimensions of Cooperation Through Multilateral Projects 


There are presently only a few joint international projects in which partners 
of several socialist and capitalist states are participating, but these few 
have tremendous dimensions. An example is the construction of the cellulose 
and paper combine in Ust-Ilimsk, in which most CEMA countries and France 
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participated, and whose products will be shipped to all participating countries 
for a long time to come, 


Another important project for multilateral cooperation between the socialist 
and capitalist industrial countries of Europe is the construction of the 
trans-European USSR-Western Europe gas pipeline, which is already under con- 
struction. The pipeline delivers annually about 30 billion cubic meters of 
natural gas from the USSR to the CSSR, GDR, Austria, Italy, FRG and France. 
The construction of this trans-European gas pipeline is a huge technical and 
economic enterprise in which many European countries are participating. 


But a greater role by far will be played by this kind of cooperation in the 
solution of problems that have continental and even global importance. Among 
these problems are the guarantee of energy supply, the extraction of raw 
materials, the food supply for mankind, environmental protection, the explor- 
ation and utilization of the world's oceans and space, and the fight against 
the most widespread diseases. There are already now real possibilities for 
dealing with these and other tasks, which are realizable by means of an ex- 
tensive cooperation program between socialist and capitalist countries and 
which responsible governments must prepare for 30 to 50 years in advance. 


ihe planned dimensions of economic cooperation and the realization of all- 
European projects and multilateral enterprises also demand more intensive re- 
lations between CEMA and Common Market countries. Because regardless of the 
‘urther pregress of the integration process in the two economic groups, the 
parallel existence of the different integration types need not be an obstacle 
to the development of realistic multilateral relations between CEMA and the 
Common Market as well as the economic cooperation between the organizations 
ind their member countries. 


i) the conviction that such relations would have a positive influence on the 

velopment of the all-European cooperation and would correspond to the spirit 
of the CSCE Final Act, the CEMA countries submitted in February 1976 a cor- 
responding agreement proposal to the Common Market.22 The GDR actively sup- 
ports the conclusion of this agreement and, at the same time, considers the 
couclusion of new trade agreements between the member states of CEMA the Com- 
mon Market as urgently necessary. Because among the obstacles to a mutually 
advantageous cooperation must, without doubt, be counted the refusai by the 
Common market countreis to grant most favored nation status to socialist 
countries, 


Gr wing Importance of Scientific-Technical Cooperation 


ihe exchange of scientific-technical discoveries is more and more becoming 
in independent torm of cooperation, and is an integral part of nearly all 
igreements on industrial cooperation. 26 In this field, the trade with licenses 
and patents is of importance because the import of licenses makes it possible 
to save important forces and means for the completion of a country's own 
research and development projects, to gain time and to lower expenditures for 











the introduction of new technologies. License import also stimulates the 
accelerated development of new production fields, and in some cases makes it 
possible to completely dispense with the import of the respective products and 
to gain important foreign currency profits from the export of goods which are 
produced according to the licenses that have been bought. 


The utilization of scientific-technical achievements of foreign countries thus 
makes it possible to concentrate the country's own research potential mater- 
ially, financially and intellectually in the most important directions of 
scientific-technical progress and thereby to raise its effectiveness. 


In the beginning of the sixties, socialist countries were as a rule still 
buying licenses together with complete equipment for technological processes. 
Sicne then, the ratio of "accompanying" licenses has considerably decreased 
whereas the ratio of "pure" licenses has increased, because the industrial 
potential of the socialist countries has made it possible to take over the 
most recent findings in science and technology on their own production basis. 
In some cases, the conclusion of license agreements served as a basis for the 
development of complex forms of cooperation with firms of capitalist industrial 
countries, for instance in the form of production and marketing cooperation 

or of the creation of joint companies in the territory of individual socialist 
countries. 


According the conditions of the active development of license imports, the 
socialist countries are faced with the task of making effective in optimal 
connection their own scientific-technical acheivements and those which they 
have accepted (from foreign countries). This process is meant to prevent the 
import of licenses from being harmful to a country's own research and develop- 
ment projects by degrading the national research potential to a mechanism 
directed toward the adaptation of scientific-technical thought and production 
experiences of foreign countries. 


in the actual practice of license import by socialist countries, the purchase 
of “pure" licenses for the scientific-technical preliminary trials is not yet 
widely used. Frequently, production licenses are acquired, i.e. scientific- 
technical achievements that are already known on the market. The purchase 

of a foreign production license does in that case not make it possible to 
achieve the highest: world level, and even less to surpass it. "The purchase 
of licenses is therefore justifiable only if the production that is new and 
therefore started very quickly, makes possible, immediately or in the immedi- 
ate future, a new leap forward of the country's own industry."2/ 


The expansion of the scientific-technical and economic relations with the cap- 
italist industrial countries also leads to the transfer of scientific- 
technical achievements of socialist countries to interested partners. Many 
foreign firms, for instance, are interested in buying the Soviet scientific- 
technical trial process, Today, the USSR is issuing licenses for equipment 

and technologies to more than 30 industrially developed countries. Since 1962, 
twice as many licenses were issued to the United States than were received 

by the USSR from American firms, 
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FRG buyers of Soviet licenses bought “Shlackesitall," a new kind of construc- 
tion material, and took over the license for superhard cutting tools for the 
processing of hard steel, The Oberhausen Mine Works uses a welding technology 
that was developed in the world-famous Paton-Institute at Kiev. The Hoesch 
filter press exports are likewise based on the Soviet license product. 


lhe GDR has had much success in selling licenses to capitalist industrial 
countries--the GDR is one of the biggest license exporters among the socialist 
countries. A characteristic feature of GDR license export is its high rate 

of etfectiveness, that is obtained by selling the same (scientific-technical) 
achievement several times to different countries. 


In the future, the exchange of scientific-technical results will be of greater 
importance than it is today. The increasing cooperation between socialist 
states and capitalist firms in the research and utilization of the results 
obtained (through cooperation) will lead more and more to joint patents and 

to trade under joint licenses for new technological processes. 


Cooperation relations between socialist and capitalist countries are developing 
on the basis of mutual advantage. It is therefore completely absurd to talk 
about one-sided advantages for socialist countries, from which certain power 
groups in capitalist countries derive, in cases of exports of licenses and 
technologies, demands for a partial embargo that is to be invoked on socialist 
count ries, 


Activities of this kind are not in keeping either with the spirit or the 
letter of the Helsinki Final Act which states, among other things, that “due 
consideration should be given to the support of trade and to the diversifi- 
cation of its goods structure” and that, "the development of industrial cooper- 
‘tion between competent organizations, firms and companies is to be supported 
in the respective countries” and “is to be facilitated through interstate and 

her bilateral and multilateral agreements between the partners."25 For the 
socialist states the realization of the directives contained in the Final Act 
is av integral part of their logical policy to enlarge trade and develop more 
intensive forms and methods of economic cooperation between countries with 
diff rent socioeconomical systems. 
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CZECHOSLOVAKIA 


THREE MILE ISLAND ACCIDENT PROVES CONTAINMENT POSSIBLE 
Bratislava NOVE SLOVO in Slovak 31 May 79 pp 6, 7 


[Article by Eng Viktor Panak, director of the Power Industry Research In- 
stitute in Bratislava: "Let Us Not Be Afraid of Nuclear Power Plants"! ] 


[Text] An unusually important aspect of the generation of power in nuclear 
reactors that poses critical requirements for the taking of special safety 
measures is the creation of a large quantity of radioactive materials, in- 
cluding in particular the by-products of the fission reaction process. The 
need to control the handling of these materials is a price which the public 
has to pay for the enjoyment of the enormous amounts of energy unleashed by 
nuclear power plants. 





During the brief history of the nuclear power industry in the world as a 
whole and in our own country as well the exceptionally high degree of con- 
cern which has been focused or this effort is unprecedented in other spheres 
of human endeavor. It is for this reason that the world has not yet wit- 
nessed a single incident in any nuclear power plant of an operational staff 
member's health having been impaired due to exposure to radiation. The 
amount of radioactive substances that have escaped from these plants is so 
low that the resulting radiation dosage levels barely amount to a fraction 
of the natural atmospheric background radiation. 


By no means is it possible for a nuclear reactor to explode like a nuclear 
bomb, something which is a cause of fear among uninformed people, people for 
whom nuclear energy is snyonomous with the most destructive of all weapons. 
The fissionable materials contained in a nuclear power reactor are so widely 
dispersed that it would be impossible for an uncontrolled fission chain re- 
action to thke place and thereby trigger a major explosion of destructive 
energy. This is prevented by other physical mechanisms that go into action 
in the event of a possible accident and that act automatically in order to 
halt chain reactions. 








The leakage of radioactivity from a nuclear power reactor is prevented by 
several physical barriers. Most of the resulting fission by-products are 
contained directly within the fuel assemblies, and other safety barriers 
exist in the form of the fuel assembly cladding material, the pressure ves- 
sel and the reactor core, the reactor containment building, and the buffer 
zone surrounding the nuclear power plant. 


We Are Also Protected by the Law 


Pursuant to law No 50/1976 SBIRKA ZAKONU on land-use planning and building 
codes, a construction bureau is required to apply to the Czechoslovak Atomic 
Energy Commission for a permit for all building projects which entail the 
erection of nuclear installations, and all such construction bureaus are 
also legally liable for the fulfillment of the terms of such permits. 


In accordance with the appropriate Law No 133/1970 ZBIRKA ZAKONU the Czech- 
oslovak Atomic Energy Commission, acting in concert with the Federal Min- 
istry of Fuels and Power, has the power to issue generally mandatory regu- 
lations that require the making of provisions to insure the safety of nu- 
clear power plants. Those organizations which are primarily respousible 

for the operation of nuclear power plants and their organizationally superior 
organs are accountable for the operational safety of these plants. 


fhe government exercises its power to supervise the implementation of nuclear 
safety measures through the offices of the Czechoslovak Atomic Energy Com- 
mission, and technical supervision of safety-related operations and engineer- 
ing systems is exercised by the Czech and Slovak offices of occupational 
safety and their subordinate occupational safety inspectorates. The quality 
of public-health protection measures is evaluated by competent kraj public 
health offices working in cooperation with the technical departments of 
the central public health offices of the CSR and SSR. 

‘ 
An objective statement of the degree of progress that has been achieved in 
iusuring the safety of nuclear power plants is to be found in the safety 
record files that are kept on nuclear power plants. The purpose of these 
files is to compile important information concerning the safety of nuclear 
power plant operations in such a way and to such an extent so as to enable 
state regulatory organs to evaluate this information without being in- 
fluenced by plant operators. 


The Degree of Risk 


‘. spite of all the safety measures which have been taken and notwithstand- 
ing all of the concern which has been focused on making provisions for the 
safe operation of nuclear power plants, we must admit that the operation 

of these plants does entail a certain amount of risk which is a function of 
the very unlikely possibility of accidents related to the impairment of 
malfunctioning of nuclear power plant systems. On the other hand, we are 
faced with similar risks in connection with all of man's technical activities 
(the driving of automobiles and the like) and in the natural environment as 








well (earthquakes). Not even in the nuclear power industry will we ever 
have the wherewithall to enable us to eliminate all potential threats once 
and for all. This is why we must act responsibly in making decisions as to 
which of these risks we should focus our attention on and which we can 
afford to ignore at least temporarily. 


This is no easy task, since it reminds us of that proverb.: . civil servant 
who was supposed to sort a stack of potatoes into big ones and little ones. 
Before long he found himself on the verge of a nervous breakdown, since he 
had no standards by which to judge which potatoes were big and which were 
little. 


The most objective way in which to assess the degree of risk posed by the 
operation of nuclear power plants is to express this risk in quantitative 
terms. Such an assessment is based on all of the possible scenarios of a 
nuclear accident as determined by the events which precipitate such an 
accident and by the proper or improper functioning of technical safety 
measures. For every accident scenario a determination is made as to its 
probability and as to the amount of leaked radioactivity as a measure of an 
accident's impact on human beings. The overall degree of risk involved in 
the operation of all nuclear yower plants is then rated both in terms of 
the probability of accidents and in terms of the consequences of such acci- 
dents. 


Refinements are being made in this methodology and it is gradually being 

put into practice on a worldwide scale. Perhaps the most respcted tech- 
nique that has been developed along these lines is the one described in the 
so-called Rasmussen Study of the Safety of Pressure-water and Boiler-type 
Nuclear Reactors. This study offered convincing proof to the effect that 
the degree of risk posed by the hundredor so nuclear power plants which will 
be in operation in the U.S by 1990 is several times smaller than any of 

the other risks to which men are exposed. 


Thus, the probability of 1,000 human fatalities occurring as a result of 
nuclear power plant accidents in the U.S. is equivalent to the probability 
of the same number of deaths resulting from the crash of a meteorite, and 
the probability of 100 human fatalities resulting from an airplane crash is 
arounc 2,000 times greater than the probability of a nuclear power plant 
accident. 


Everything Is Taken Into Accouat 


A nuclear reactor's emergency cooling system will not prevent the develop- 
ment of cracks in fuel-assembly claddings, and so some radioactivity is 
bound to escape from the reactor core area. It is the purpose of the so- 
called containment-building systems to isolate this radioactivity and clean 
up the aftermath of nuclear accidents. 








In the case of class-213 VVER-440 nuclear power plants this function is per- 
formed by the so-called splashing system which consists of a separate struc- 
ture linked by a corridor with hermetically sealed box compartments sur- 
rounding the reactor core area. The buildin;; contains troughs filled with 
water which, in the event of an accident, pass through the mixture of steam 
and air, and so the steam and air then condense, which prevents a more ser- 
ious increase in pressure levels. The air is forced out into isolation 
chambers which are then sealed off automatically. 


A full-pressure containment structure employing conventional shielding ma- 
terials is supposed to be used for the VVER-1000 nuclear power plants, which 
are to be Built in our country in the near future, in order to isolate 

and eliminate worst-case accidents. This is a cylindrical concrete structure, 
the top of which is sealed by a small dome. One of the advantages of this 
kind of structural design is the fact that such a containment building is 
capable of withstanding external dynamic impacts, e.g., an airplane crash. 


Since the operation of nuclear power plants involves the generation and emis- 
sion of radioactive substances, it is essential that these substances should 
be monitored (reading levels should be measured and interpreted). The staff 
of nuclear power plants will be exposed to the highest doses of radiation 
during repair and maintenance operations and when making dosimetric read- 
ings, but the dosages to which they will be exposed will always fall within 
maximum allowable limits. 


There are three main ways in which radioactivity can find its way into the 
immediate environs of nuclear power plants: 1) leakage through stacks 
‘gases and aerosols), leakage in the form of liquid wastes, and the trans- 
portation of irradiated fuel assembiies. So, these are the very escape 
routes which must be monitored both during normal operations and during 
emergency situation. 


The American Lesson 


We 090 can learn something from the recent serious accident which occurred 
at the No 2 generating unit of the Three Mile Island nuclear power plant in 
the state of Pennsylvania (U.S.) namely, the PWR-type reactor in operation 
at this plant is similar to our own VVER-type reactors. Due to a whole 
host of technical causes and the substandard performance of the operation- 
al staff a considerable portion of this plant's cooling water escaped into 
containment building through safety valves, some of the fuel assemblies 
s arted to overheat, and the fuel-assembly claddings were damaged. On top 
>| all this, fissionable materials leaked out into the containment build- 
ing, a large gas bubble developed at the top of the reactor vessel, which 
together with the oxygen in the air created a potentially explosive mixture, 
and some radioactive water also leaked out into operational areas outside 
the containment structure. However, the radiation dosages to which the 
plant personnel were exposed did not exceed the ailowable limits, the levels 
of radiation to which the surrounding population was exposed were very small, 
and pregnant women and small children were evacuated from nearby cosmuni- 
ties only as a preventive safety measure. 
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The accident which took place in the U.S. underscored the importance of ef- 
forts aimed at insuring the quality and reliability of nuclear power plant 
equipment, the importance of the human factor in the operation (and optimal 
design planning) of these plants, and the importance of theoretical and ex- 
perimental research on all kinds of potential accidents and on the technical 
safety measures that would be employed to control such accidents. At the 
Same time, this accident also showed that men are capable of controlling 

the progress and consequences of serious and sudden emergencies. The lessons 
learned from this accident will also be reflected in the operational programs 
and safety ratings of nuclear power plants in our country equipped with VVER- 
type reactors. 





Nuclear rower plants are a highly dependable and safe source of energy for 
all mankind. Under normal operating conditions and even in the event of 
accidents the effects of the radiation generated by these plants on the 
living environment are minimal. The individual and collective risk to society 
resulting from the operation of nuclear power plants is just as minimal when 
compared with the other kinds of risks to which men are exposed. There is 

no justification for any of the public outcry di ected against nuclear power 
that we are witnessing in some countries. 
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CZECHOSLOVAKIA 


LONG RANGE PROGNOSIS FOR ENERGY DEVELOPMENT GIVEN 
Prague HOSPODARSKE NOVINY in Czech 22 Jun 79 p 3 


[Article by Eng Vacla’ Jahodar, Power Research Institute: “Long-Range 
Prognoses for Enerev Jevelopment"™] 


[Text] The intrinsic character of the process of reproduction in the area 
of fuels and energy makes prognoses necessary. Restoration of basic funds, 
creation of preconditions for the development of production of fuels and 
for the development of electrification, heat supply, and gas and liquid 
fuels supply systems, and furthermore, durability of equipment for trans- 
portation, for fuel and energy conversion, and finally, the development 

of technologies and equipment on the part of final consumption of various 
types of energy--all these tasks require a knowledge of the long-range 
pecspective and availability of various types of energy. 


Variants in the development cf consumption of primary sources of energy in 
the world are presented in Graph 1 with variant from the period circa 1970 
as well as variants from the period after 1976. (Graphs 1| and 3 are 
represented in tmp units, i.e., 7 x 106 Kcal, which in new units equals 

to 2.93 x 1010 J or 8.14 x 103 kWh.) 


in the 1963-1973 period the total consumption of fuels and energy was 
increasing on the average by 5.2 percent annually, reaching the value of 
9.4 billion tmp in 1975; an extrapolation of the past development over an 
extended period would lead to frightening values in the true sense of the 
word. Consumption must not exceed the potential determined by production 
and by certain other circumstances, even though it may be possible to 
*xpand that production on the basis of new sources of fuels and energy. 


Graph No l 


Consumption of Primary Sources of Energy in the World 














A - Variants from the period around 1970; B - Variants from the period after 
1976. 
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The situation appears critical particularly in case of crude oil which has 
provided (as evident from Graph 2) the energy balance in the world for 
many years. Liquid fuels are fulfilling today the role played in the past 
by wood (in 1850 wood provided 90 percent of power) and later by solid 
fuels (in 1910 the share of coal was as much as 65 percent). The 1973-1974 
oil crisis was a serious signal also in terms of the rate at which oil 
resources are being exhausted. The skyrocketing prices seriously affected 
the economy of the capitalist countries. (The share of liquid fuels in 
industrially developed countries accounts up for 70 percent.) 


In the second half of the 1970's the prognoses for world power consumption 
are already marked by the aftermath of the oil crisis. Another reason for 
the reduction of future increments in consumption is the realization that 
the development after World War II, marked by such high increments of 
primary resources of energy and national revenue, was exceptional and cannot 
continue. 


Graph 2 
Structure of Consumption of Primary Energy Resources in the World 


1 - Solid fuels; 2 - Gas fuels; 3 - Liquid fuels; 4 - Nuclear power; 
5 - Water power and unconventional types of power. 
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Rationalization of consumption holds far from the last place in prognostic 
speculations. The growing dependence of many countries on imported fuels 
and energy, and the growing economic demands on fuel and energy supplies 
provided an impetus for the launching of extensive rationalization programs, 
which in turn considerably affected the prognosis concerning increments 

in consumption. 


Graph 2 documents the views on potential changes in the structure of consump- 
tion of primary sources of energy. The current share of liquid fuels, which 
accounts for approximately 40 percent, will decrease. It is expected that 
the exploitation of crude oil may not be able to meet the demands as early 

as in the 1990's. Here it is necessary to consider the significance of 

power in national economic development of every state, and the time factor 
applicable for every change. In order to assess the potential and especially 
in order to substitute fuels and various types of power, it is necessary 

to respect not only that factor, which means approximately a ten-year period, 
but also other criteria, such as technical and economic interchangeability 

as well as social and ecological effects. At the same time the price 
fluctuation and the technological development have brought frequent changes 
ir relations and thus, the focus of the optimum strategy must be subject 

to systematic scrutiny. Thus we may again emphasize the significance of 

the long-range prospects which may serve as guidelines for the determination 
of fuel and energy policies, even though they must operate under considerable 
uncertainties and thus, with greatly diffused results. 


as for solid fuels, even here the views on the long-range development are 
ot without controversies. The current world production amounts approxi- 

wately to 2.7 billion tmp. Projections for production of up to 8.7 

billion tmp in the year 2020 were expressed at the World Energy Conference 
in Istanbul in 1977, while other projections voiced the view that the share 
in the total consumption of primary sources of power would be below 20 
percent. 





A Growing Task of Nuclear Power 


Considerable diffusion is evident also in prognostic data on the development 
of nuclear power. Thus, for example, at the 9th World Energy Conference 

in Detroit the total output of nuclear power plants for the year 2000 was 
put, according to 1973 prognoses, at 3600 GW and at as much as 5200 GW 
according to 1974 prognoses. In conjunction with revised prognoses for 

the development in consumption the conference in Istanbul operated with 
more sober values, 1300 to 1650 GW, because next to coal, nuclear power 
appears at present the most important alternative of, and substitute for, 
crude oil and natural gas. 


The development of nuclear power over the next decades will be based on 
thermal reactors. The work on fast reactors is coming along very well; for 
instance, the USSR model BN-600 with an output of 600 MW which is near 
completion will clear the way to an output of 1,600 MW before the end of 
this century. Most industrially developed countries are solving the 
problems of high-temperature reactors; aiong with the development in 
harnessing nuclear energy for electric power generation, the effort for 

its exploitation for generation of low- and high-potential heat is advancing. 
Thus, nuclear energy should replace fossil fuels in thermification as well 
as in high-temperature technologies. This role of nuclear fuels is 
reflected in prognoses on the world scale as well as in the conditions of 
the CSSR--see Graphs 2, 4, and 6. 


In addition, it should be mentioned that heat and electricity generated 
from nuclear fuels may be used to break down water and thus, to obtain 
hydrogen which may be employed as a primary source of power in the 21st 
century. Nuclear power may also be used for the development of synthetic 
hydrocarbon fuels and some basic chemical raw materials. 

Graph 3 


Consumption of Primary Sources of Energy Used in the CSSR 


A - Variants from the period around 1970; B - Variants from the period 
after 1976 
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Despite an absolute growth in the exploitation of water energy, its current 
share in the tuel and energy balance will not be relatively increased on 
the world scale. Much greater significance is attributed to exploitation 
of unconventional sources of power, such as sea power (tides, ebb, surf, 
difference in temperature) and particularly to nuclear fusicn. For their 
broader exploitation, however, it is necessary first to find complete 
solutions to numerous scientific-technological and socioeconomic problems. 


As far as the CSSR is concerned, a certain reflection of the situation in 
the world may be discerned in its long-range prognoses. In the 1955-1975 
period domestic consumption of primary sources of energy (Graph 3) increased 
about 4.3 times, i.e., its average annual growth rate was 7.5 percent. 

In view of such rates the development corresponded to the situation in 
developed industrial countries. 


A series of factors, now so extensively discussed, affected past development 
in such a way that the consumption of primary sources of energy in our 
national economy has been unproportionally high, one of the reasons being 
then and now the structure of the resources--see Graph 4. The major share 
of solid fuels, particularly of lignite of inferior quality, will continue 
for many more years. 


The changes in the availability of fuels and the escalation of world prices 
affected our energy policies as well. The demand for rationalization in 
consumption of every type of energy, the need for an accelerated development 
of nuclear energy, and reduction of the increasing fuel and energy imports 
have come to the fore. Prognoses for the development of consumption of 
primary energy sources as well as consumption of electric power were revised 
--see Graphs 3 and 5. 


Prospects for Energy Engineering in Czechoslovakia 


Our own resources, particularly lignite for power generation, must play an 
faportant role over the next ten or twenty years. However, as compared with 
international conditions, the exploitation of lignite supplies will be 
‘aree times higher than in the USSR and twice as high as in the Polish 
People's Republic. The supplies on hand will be available for less than 
fifty years. This is reflected in the changed structure of resources for 
electric power generation, since after 1980 nuclear power plants will 
already have to cover practically all increments in the consumption. A 

ritical situation might occur in heat supply. Thus, here, too, the 
votential exploitation of nuclear energy and long-distance heat delivery 
from certain condensing power plants gradually reconstructed for combined 
generation of electric power and heat have been under study. 


For the sake of compieteness it must be mentioned that water power is being 
‘onsidered. The efficiency of the hydroen:rgetic potential is approxi- 
mately 9 billion kWh/year. The growing needs for water in irrigation 
svstems, in industry and for the population partly will gradually reduce 











its value to about 8 billion kWh in the year 2030. By construction of water 
works on the Danube river and some other hydroelectric plants the current 
underexploitation--about 45 percent--will be increased to approximately 

56 percent in the year 2000. A higher degree of exploitation is contingent 
on economic conditions. 


Graph No 4 
Structure of Primary Power Resources Used in the CSSR 


1 - Solid fuels; 2 - Gas fuels; 3 - Liquid fuels; 4 - Nuclear power; 
5 - Water energy and unconventional sources of energy. 
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Graph No 5 
Development of Electric Consumption in the CSSR 


A - Variants from the period around 1970; B - Variants after 1976 
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More significance has been attributed to the exploitation of the so-called 
secondary water potential in the form of repumping hydroelectric plants. 
This type, which has excellent dynamic properties in covering load changes 
in the electrification system, may become a natural complementary system 
in the development of nuclear power plants even after the year 2000. 


Consumption of energy over the next ten to twenty years will be covered 
predominantly by the equipment that is already in operation, or as the 

case may be, under construction. Because evidently no revolutionary changes 
in technology are expected to occur in the nearest future and no additional 
new sources of energy will be available, increased consumption must be 
balanced in the first place by rationalization measures in terms of obtention 
of fuels and energy, in the area of their transformation, in transport and 
particularly in final consumption of all types of power. Even at the 
current level of technological development exploitation of primary resources 
of energy may be substantially increased. The deceleration of the growth 
rate in consumption of fuel, energy and other raw materials must be 
compensated by a more expeditious application of scientific-technological 
development in other areas of economy, if the increment of national 

revenue is not to drop drastically. 


Graph No 6 
Structure of Electric Power Generation in the CSSR 


A - Hydroelectric power plants and the balance of import; B - Thermal power 
plants using fossil fuels; C - Nuclear power plants 
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o method using extrapolation of the heretofore development may be applied 
or the outlook for the year 2000. If we assess the situation for the CSSR 
in the light of the world development and domestic supplies of fossil fuels, 
then consumption of solid fuels will decline relatively rapidly after the 
year 2000, However, around the year 2000 even consumption of liquid fuels 
will drop and import of natural gas may stagnate. The importance of nuclear 
power engineering will continue to grow and the share of electric power and 
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heat supply, and possibly also of hydrogen generated from nuclear fuels, 
in final consumption will increase. In the first third of the 2lst 
century solar energy and other unconventional types of energy also might 
help cover several points in power consumption. 


International cooperation will play an important role. Savings of social 
work should be gradually gained, for example, by achievement of results 

from the deployment of types of production that consume considerable amounts 
of power and raw materials, in which the structure of production would be 
adapted to the structure and availability of sources of fuels, energy and 
other raw materials, and of other specific factors in national economies. 
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CZECHOSLOVAKIA 


COAL RELOADING CENTERS TO BE CENTRALIZED 
Prague ZELEZNICNI TECHNIKA in Czech No 2, 1979 pp 72-75 


[Article by Ing. Marie Bartekova: “Reloading Centers of the Uhelne sklady 
(Coal Depots) enterprise. } 


{Text] Within the framework of the Ministry's research assignment No. 
2-11-011-001-0065 worked out by the Railroad Research Institute's transporta- 
tion and forwarding department, a paper was also prepared on coal reload- 

ing centralization coal depot in the [Uhelne sklady] Coal Depots enterprise. 
The assignment emanates from the government resolution No. 14/1978 which also 
calls for cooperation between transporters and forwarders in the present 
situation. The Federal Ministry of Transportation together with the Federal 
Ministry of Fuel and Power and the CSR and SSR Ministry of Trade were 
assigned the task to work out a rational program for coal depots dislocation 
and gradual solid fuel reloading centralization earmarked for internal 

trade to be equipped to handle reloading of through trains transports. It 

is logical chat this task should also include measures dealing with the pre- 
sent situation of railroad traffic because Coal Depots are in fact the only 
major coal customers who so far have not been prepared to handle bulk 

cargo trains reception and reloading. 


Coel Depots Organization, Dislocation and Equipment 


The Coal Depots organizational structure which controls the internal trade 
coal sales varies a great deal. In the CSR the coal depots are managed 
mainly by the national committees or by kraj national committees organiza- 
tions. The West Bohemian coal depots, however, form a part of the Lignite 

M nes and the Sokolov Briquette Works while in the Tachov district the sales 
4 @ managed by the Agroservis Tachov which comes under the ZNZ Prague re- 

, onal directorate. The "Zaujmove zdruzenie podnikov s palivom na Slovensku" 
(Association of Fuel enterprises in Slovakia) which is located in Bratislava 
and comes under the SSR Ministry of Trade, manages the coal depots activities 
in Slovakia. These enterprises, however, in fact also come under the juris- 
diction of national committees. The Coal Depots management diversity and 
lack of uniformity adversely influence planning, development and technical 
equipment of individual enterprises as well as the whole Coal Depots organi- 
zation. The diversity problem and often insufficiently equipped individual 
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Coal Depots enterprises (for instance regarding the reloading freight cars 
equipment) also affects the cooperation with the railroads who is their 
most important partner. The network of some 400 sales depots inthe CSR 
and 200 in the SSR are dislocated both according to territory as well as 
the yearly coal sales turnover. These depots are equipped with roughly 

% different mechanized devices (special as well as universal). This high 
number has been created by gradual additions to the equipment and also by 
the fact that the machinery was not specially constructed or manufactured 
for fuel trade requirements, so that various agricultural, building, min- 
ing, etc. equipment is being used. 


The small map below shows the locations of the Coal Depots sales outlets 
in relation to the Czechoslovak State Railroads network. It also illus- 
trates the disproportional number and the dispersion of the Coal Depots 
sales outlets on the Czechoslovak territory, which hinders efforts to 
achieve more rational and better railroad transportation. Fuel sales out- 
lets with yearly capacity of 16 to 60 thousand tons register almost 5/7 
percent of total sales. These outlets receive supplies by individual 
railroad freight cars (occasionally by a group of cars) which on their way 
are handled several times. No mechanical device is being used for reloading. 
There is a serious shortage of fully mechanized depots with proper tech- 
nical equipment, available space, warehouses and siding tracks (Table 1.) 





Present Situation 








‘ Fuel Trade Enterprise and Railroad Directorate Locations 


o Coal Sales Outlet Locations 





Proposed Central Coal Depot Locations 











{) Fuel Trade Enterprise and Railroad Directorate Locations 
« Central Coal Depot Sales Outlets 
Coal Transportation to Depots 


The majority of Coal Depots are supplied by railroad freight cars. Seven 
North Bohemian kraj enterprises and three West Bohemian district plants 
are supplied by trucks from nearby mines. These enterprises register 13 
to 14 percent of the total coal sales. Supplier-customer relations be- 
tween manufacturing organizations and the fuel trade enterprises are based 
~a economic agreements emanating from the planning process. They are, how- 
ever, unfavorably influenced by the dispersal of the fuel trade outlets. 
As far as the yearly volume of suppliers is concerned, the individual coal 
depots in most cases are not important partners of the suppliers. This 
situation is aggravated by the dispersal of the above mentioned depot net- 
work, and sometimes also by the Czechoslovak State Railroads traffic situa- 
tion. To improve the situation, local agreements have been made already 
ince last year between individual coal depots and the railroads directorates 
concerning through train reloading. Another possibility to ease the situa- 
tion is to establish coal depots with bulk reloading sites and assured 
‘urther delivery by trucks, and, where big local consumers (electric 
power plants, thermal power plants, etc.) are concerned, providing mechani- 
cal equipment for through train reloading. These activities are organized 
jointly by the Federal Ministry of Transportation, Uhlozbyt and the Trade 
Ministries of both republics as well as the Federal Ministry of Fuels and 
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Overview of Coal Depots Structures 


Table l. 


















































Terri- Indi- Depots Sales volume in thousand tons per year 
tory cator number up to 15 16-35 36-60 61-100 over 100 
CSR a 422 145 164 73 27 13 
b 34.8 38. 17.3 6.4 3.1 
c 10.9 29. 26.1] 16.1 17.1 
SSR a 168 60 66 27 12 3 
b 35.7 39. 16.1 7.1 1.8 
Cc 12.2 33. 26.2) 18.7 9.6 
CSSR a 590 205 230 100 39 16 
b 34.7 39 .0 16.4 6.6 2.7 
c 11.3 0. 1 26.4 13.8 15.7 
a..number of sales depots 
b..percentage of all depots 
c..percentage of all coal fuel sales 
Table 3. 
Future Coal Depots Supplied to be by Railroad 
category depots sales 
sales in thousand tons “UMber per cent | thousand tons per cent 
per year per year 
I under 80 27 22.7 1,213.9 7.6 
Il 80-100 13 10.9 1,184.2 7.5 
[ll 101-150 WV 25.2 3,835.6 24.1 
IV over 150 49 41.2 9,679.7 60.8 
Total _ 119 100 .0 15 ,913.4 100 .0 
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Centralization of Coal Depots by Kraj 


Table 2. 








Proposition 















































Number | Volume Nuaber Number; Volume Number 
Coal thousand; Central! merged! thousand! Coal Depots 
Kraj Depots | tons Coal Coal tons left 
per year | Depots Depots; per year; intact 

North 
Bohemian 58 1,826.7 6 28 796.9| 3 (mining area) 
Central 
Bohemi an 92 2,927.8 12 67 1,605.7! 25 (Prague) 
South 
Bohemian | %4 776.2 5 32 724.7 
West 
Bohemian | 52 1,198.4 6 28 658.8) 24 (mining area) 

t 
East 
Bohemi an 61 1,638.3 ll 61 1,645.2 
South 
Moravian 64 2,429.7 12 61 2,146.2} 4 (Brno) 
North 
Moravian 65 2,066.9 10 65 2,066.9 
West 
Sovakian| 57 1,893.7 12 57 1,893.7 
Central 
Slovakian! 60 1,520.4 10 54 1,359.7) 6 (mining area) 
jase 
lovakian |} 51 1,415.8 10 52 1,425.0 
CSSR_ | 594 17,693.9 94 14,325.5 | 89 
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Power. More through trains are being introduced and incorporated into the 
traffic organization. These measures, although effective, are only of 
local importance. A comprehensive solution is necessary for the complica- 
ted situations which regularly recur every year in transporting coal from 
source to consumers. All parties concerned must cooperate to arrive at 
such a solution and give it support which this important economic section 
merits. 


Solid Fuel Sales Depots Centralization 
The proposition to centralize coal depots is based mainly on: 


- the present situation analysis of the depots location, importance and 
equipment, as well as its negative influence on railroad transportation 


~ estimates of fuel sales up to the year 1990 
- mature and transportation flow possibilities from the mines to consumers 


- solid fuel transportation fleet of vehicles composition, necessary re- 
loading equipment and its availability 


- paper prepared in 1975 by the CSR Ministry of Trade outlining a model 
mechanized sales depot 


When preparing the proposition, the fuel trade's intentions, especially with 
regard to small turnover depots centralization and economically effective 
sales network creation, had to be taken into consideration. Urgent rail- 
road requirements also influenced the planning of large capacity coal de- 
pots. The proposition is based on through coal freight trains reloading 
equipped with modern technology at all locations and adopts the following 
principles: 


a) railroad freight car reloading centers will be organized by the trans- 
porter, connecting the Coal Depot Center with the railroad network by own 
siding track, or, exceptionally jointly using another siding track 


b) using self-emptying cars series Wa, Wap (extending optimal distances). 
Utilization of cars series Uae, which are not self-emptying and require a 
special reloading equipment, will be considered after a feasibility analy- 
sis is completed as to delivery of these cars to the Czechoslovak State 
Railroads and the special equipment to customers 


c) the Coal Depot Center will operate the fuel trade business which will 
include local deliveries by own transportation means within the assigned 
area. Mechanized equipment and operation are foreseen enabling flow of 
fuel to destinations and trains reloading with the least manual work. 





d) establishing auxilliary depots in the center's vicinity, to prevent 
coal supply shortages and fluctuations. The less efficient depots slated 
for closing, should be used first for this purpose. 


e) to ensure efficient and smooth Coal Depot Center operation, essential 
organizational arrangements will have to be made and time-tables prepared 
for through coal trains, assembled according to available special reloading 
equipment as well as freight cars and ensuring direct coal transportation 
from the mines to the distribution center. This transportation regime must 
be maintained by all participants, i.e., the railroads, the transporter as 
well as Uhlozbyt. The fuel trace ensures continuous reloading as far as 
organization as well as capacity is concerned. 


Based on the above mentioned principles, the following solid fuel sales out- 
let centralization propostion has been worked out: 


In each district (Coal Depot operation area) one depot (or in exceptional 
cases two) was selected and assigned an operation area and estimated yearly 
capacity. The remaining less efficient sales outlets in the district were 
Slated tor closing and merging with the selected centers. The decisions 
were made by taking the following points into consideration: territorial 
population structure, the location's economic and administrative importance, 
production and consumer units location, the location's transportation and 
operational characteristics with regard to the Czechoslovak railroad net- 
work, the local railroad station capacity potential to handle through 
trains, the condition of the station's technical equipment and the area's 
road network suitability to distribute coal by trucks, and distances from 
the Coal Depot Center to customers and, last but not least, the location 

of the district's largest existing coal depots, their sales volume and suita- 
bility for a large capacity depot conversion. 


she effect of the projected can be seen in the table and map: “Proposed 
Central Coal Depots Locations.” The plan offers one version only but does 
not preclude adaptations or changes warranted by local situations, the fuel 
trade's organizational and investment plans as well as other factors, in- 
cluding the railroads. However, these partial adjustments should not sub- 
stantially influence the effect foreseen by the concept. In some areas 

ith certain situation (for instance: coal mine proximity and different 

sal distribution systems in the North Bohemian and the Central Slovakia 
rajis), the proposition recommends continuation of the present organization 
ecause no advantage would be gained by coal depots merging or creating large 
capacity depots. The result will be fewer closings of less effective depots 
1s well as some savings because no reorganizations will be necessary in 
these areas. Similar situations also exist in the city areas of Prague 
and Brno (Table 1.) 














The outlined plan anticipates substantial changes in the Coal Depots structure 
and their sales outlets in our country's territory. 93.6 percent of the 
depots will have an yearly turnover of more than 80 thousand tons and 60.8 
percent more than 150 thousand tons of coal. Only 15 percent will show a 
turnover of less than 100 thousand tons. This will have a favorable impact 
on especially rail coal transportation, but also, fewer employees will be 
needed by the fuel trade and the volume of mechanical railroad car reloading 
will increase. 


Lignite transports from the Most and Sokolov mines represent 81 percent of 
the total coal transportation to Coal Depots. The plan concentrated most 
of all on increasing the number of through trains from these two mining 
areas. Preliminary estimates indicate that fuel sales centralization in 
our country would bring about increased number of through trains dispatched 
from the North Bohemian Lignice Mines area by 641 trains and from the Lignite 
Mines and Briquette Plants in Sokolov by 126 trains per month. The train 
transportation volume is determined by haulage expended and the size of rail- 
way Stations along the transport route. The plan foresees Central Coal 
Depot sidings with a track and sufficient space for whole groups of rail- 
road cars. Depending cn the cars used, the siding track will be equipped 
with reloading mechanism (foreseen is a bridge or sub-level tip-out device 
with a sufficient number of containers to receive a whole trainload of coal 
plus a reserve quantity when self-emptying railroad freight cars series 

Wa, Wap are used). To reload other fuel kinds, such as coke, briquettes 
and biack coal, the siding track would be equipped with shorter rails for 
reloading individual railroad cars by mechanical devices. Using bridge 

or sub-level equipment for reloajing will be easier than securing its de- 
liveries from manufacturers. Coal transportation organization to Central 
Depots would not be affected even if it should be decided to use railroad 
cars and equipment series Uae. 


Savings at Train Forming Stations 


Securing available bulk reloading sites with proper mechanization to acceler- 
ate train reloading is one of the main preconditions for increasing the freight 
car circulation demanued by the constantly growing [needs of] coal transporta- 
tion. One of the obstacles here are limited operational and capacity possi- 
bilities in train forming railroad stations. If more trains can be dispatched 
from the initial transport location and arrive without any interference at 
destinations equipped with bulk reloading facilities, the result will be a 
decreased use of train forming railroad stations along the main transporta- 
tion route, as well as stations along the general transportation route. 
Preliminary estimates indicate that shunting labor savings would result at 
about 130 train forming railroad stations. Using through trains for trans- 
porting coal from the Bohemian Lignite Mines and from the Lignite Mines and 
Briquette Plants in Sokolov to Central Coal Depots and eliminating handling 
would result in savings estimated of 46,590 railroad cars and 422,800 hours 




















per month. This would be the railroad's benefit from the proposed Coal 
Depots reloading centralization. Additional expected benefits include 
reduced shunting and reloading damage to the cars, reduced cars circulation 
on the Czechoslovak State Railroads network, increased operational reserves 
for railroad stations and other advantages. 


Coal Depots Reloading Centralization Process 


Even without the railroads‘ interest, the fuel trade's dislocation, equip- 
menc and structure would have to be reorganized because of obsolescence. 

This is evident from actions by the fuel trade and by higher authorities, 

who independently have been preparing changes and reorganization. The main 
prerequisite in this respect is unification of all CSSR fuel trade enterprises 
and establishing proper authority to manage them. Only a central management 
will possess sufficient authority and opportunity to realize all the generally 
beneficial plans. The planned project would naturally have to go through 
several stages, depending on encountered difficulties and investment possi- 
bilities. During the first phase it should be possible to select suitable 
bulk reloading locations with a good road transportation for further coal 
distribution. This is already being done in several locations with the result 
that maximum through trains can be formed without additional investments. 

In the next phase it will be possible to build up a network of depots 

which will continue to operate and only need to be transformed into large 
capacity sales outlet centers, mainly by extending storage sites, warehouse 
capacities and introducing mechanized equipment with measurable performance, 
as well as suitable trucks. This could be partly financed from funds allo- 
cated for the present coal depots renovation and modernization of coal de- 
pots. During the last phase new centers would be built in locations where 

the present center is not suited for reconstruction, and this would con- 

clude the build up. Some of the necessary investments could be obtained 

from funds allocated for maintenance and reconstruction of existing less 
e*ficient depots slated for closing, and some of the less efficient depots 
slated for merging could be used for auxilliary warehousing space for stop- 
*ap supplies which should be created to store reasonable fuel reserves. 

No investments are foreseen for these depots. These operational expenses 

are comparable with and could be treated as additional coal supply expenses 
incurred in emergency. 


uildine up a specialized fleet of coal delivery trucks could be partly 
financed from funds allocated to the existing coal depots because the situa- 
_ion of their trucks and spare parts already demands action now. As far as 
operational expenses are concerned, it may be expected that the longer de- 
livery distances will cause increased utilization of motorized road de- 
livery vehicles. 











The Coal Depots are already functioning as combined wholesale as well as 
retail outlets. The proposition offers a supplier-customer relations situa- 
tion with no small customers. Coal transportation from the mines to consumers 
will be done mainly by through trains utilizing all advantages beneficial 

to the railroads as well as to the fuel trade enterprises, who can thus 

become prosperous partners of the railroads in the railroad transportation 
business. 
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CZECHOSLOVAKIA 


MORE ATTENTION TO BE PAID TO WAGE DEVELOPMENT 
Prague SVET HOSPODARSTVI in Czech 8 Jun 79 pp 1,2 


[Article by Jaroslav Zelinka, Czechoslovak State Bank: "More Attention 
To Wage Development" ] 


[Text] In the first three years of the Sixth Five-Year Plan wage development 
has deviated from the plan; wages increased faster than projects. Therefore, 
the governmental commission for rationalization of labor and wage systems 
adopted at its 54th and 58th sessions several restrictions particularly in 
order to deal with the situation in organizations which had exceeded the 
ceilings of wage funds either by more than 0.5 percent or repeatedly; the 
purpose of those measures was to guarantee the fulfillment of planned 
proportions in wage development already in 1978. 


A more consistent procedure in the analysis of achieved results and in the 
implementation of stipulations of the governmental commission in managing 
activity of ministries as well as greater attention paid by the branch 
offices of the Czechoslovak State Bank to wage development in individual 
enterprises helped slow down the dynamism of average wages in the CSR toward 
the end of 1978, although the planned annual growth rate has not been 
achieved. The average wage in the socialist sector of national economy 
excluding the unified agricultural cooperatives) was up by 3 percent (in 
1977 by 3.3 percent), and the number of enterprises which had exceeded the 
ali-year mandatory ceilings of wage funds was reduced several times. 


Branches of industry that failed to observe even the planned ratio of wages 
to labor productivity (primarily to the decline in the dynamism of labor 
productivity) influenced the excess above the planned rate. Neither were 
tive targets planned in wage differentiation met. 


ne state plan stipulated for the current year even more challenging tasks 
in the wage area. As compared with the actual development in past years, 
the planned dynamism of the average wage, for instance, in the industry of 
the CSR is being cut by 0.6 to 1.1 percent, and the task for enterprises 
has been made even more progressive by specifications issued by the ministries 
and the economic production units. The tasks in other branches of economy 
are just as challenging. 
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General principles of state wage policies applied in 1978 and made even 
more rigorous by standards of social rcogulations of the wage funds are 
also applicable this year for the achievement of those objectives and for 
a desirable orientation. The purpose of their modifications is a planned 
effect on a more efficient process of reproduction, higher efficiency of 
the khozrashchot area, and intensification of the interrelations between 
the development of wage funds and the results of the operation in enter- 
prises. This means in practical terms that if the planned outputs are 
surpassed, the potential for expanding the planned volume of wage outlays 
depends on the fulfillment of essential indicators in the use of the 
production, and particularly on the fulfillment of deliveries for export 
and for domestic market, or other specifically stipulated indicators. 


Penalties for an undesirably exceeded planned wage development have been 
rendered more rigorous by an elimination of the so-called incentive zone 

which used to provide a certain allowance for the growth of average wages 
above the plan. The incentive zone has been retained only in those 

economic production units which are implementing the Comprehensive Experiment 
in Control of Efficiency and Quality, and increased in railroad transportation 
organizations. 


A new measure valid as of 1 January 1979 concerns losses stemming from 
products of inferior quality which are to be deducted from the indicators 

of outputs and profits, both in the general evaluation of the plan in 
enterprises as well as in wage control. Its purpose is to make enterprises 
interested in improving efficiency of their production and quality of 
production and in more efficient work. The volume of production of inferior 
quality is reflected primarily in reduced sources to the fund of rewards 

and allocations to the fund for cultural and social needs of enterprises. 


Even in a normal development it is an unusually challenging task to fulfill 
the objectives of the wage plan for 1979. In conjunction with the dismal 
energy situation early in the year, our enterprises failed to meet their 
planned tasks in production. For example, in organizations managed by the 
government of the CSR general costs per Kes 1 in outputs increased by Ii 
percent over the first quarter of 1978; of that, material costs increased 
by 0.1 percent, wage costs by 2.53 percent, and financial costs by 2.59 
percent. 


The share of created profits in the annual plan was 3.3 below last year. 
The low level in production led to the nonfulfillment of the planned 

ratio of average wages to labor productivity (by 1.4 point in industry and 
as much as 7.5 points in construction). The actual impact is even higher 
in view of lower specifications of the productivity indicator in the 

first quarter of 1979. 


This year's problems affect not only the achievement of the planned dynamism 
of wages but most of all mutual relations between the wage growth, the 
dynamism of production, and labor productivity. Their complex character 

.as been confirmed also by the March and April results, where the dynamism 





of production was in harmony with the plan, however, labor productivity 
fell even below last year's level. 


Despite the lower dynamism of average wages, as compared with 1978, the 
planned requirements of wage funds in relation to the fulfillment of the 
tasks of production in the first quarter of this year have been exceeded 

in industry by approximately Kcs 0.3 billion and in construction by Kes 0.1 
billion. This excess if reflected also in the drawing of mandatory ceilings 
of wage funds, which in their sum total have been surpassed for the first 
time in several years, although by fewer organizations than during the same 
period of 1978. This confirms that the distressful energy situation early 
in the year was considerably differentiated and that many organizations are 
now catching up with their planned tasks, although the plan has not been 
balanced as yet. A complex development, however, continues in organiza- 
tions with a continuous process of production, in general engineering, 

and in construction, and it is beginning to affect agriculture as well due 
to the delayed start of spring operations. Furthermore, it is typical for 
those branches that the balance of the plan is achieved mostly by extensive 
forms to which also the forms of wage drawing correspond. The level of 
wage outlays, overtimes and volumes of wage funds paid has increased. 


For the time being the stipulations of decision No 289/78 issued by the 
government of the CSSR as regards higher demands on control in the fulfill- 
ment of economic plans directly related to material incentives is still 
being reluctantly and inconsistently implemented. There appear tendencies 
to assess the results of the development according to old yardsticks and 
not in the Light of the fulfillment of structural tasks in production, 
deliveries and qualitative tasks, including measures aimed at improving 

the standard of management of operations. Considerable reserves are evident 
in that area. For instance, among a total of 44 industrial economic 
production units managed by the government of the CSR, only 11 economic 
production units have fulfilled the indicators which, according to the 
decision of the government of the CSSR, are essential for the fulfillment 
o* the plan, and the wage regulation. Other economic production units 
failed to meet the tasks in the range of 1 to 5 indicators, of which nearly 
ove third failed to fulfill 4 indicators. A similar situation is evident 
also in the department of construction. 


* some fluctuations in the drawing of wage funds, stemming from the effort 
to make up for the lag in production dating back to January or February, 

ay be temporarily tolerated, this does not apply to the losses caused 
vy production of inferior quality. According to the data of the State 

sank, enterprises on the territory of the CSR displayed in the first quarter 

1979 a volume of inferior production in the amount of Kcs 160 million. 

Although when assessing this result we lack comparable data from the 
preceding period, certain indirect results pertaining to the quality 

‘f production from past years indicate that the reported losses stemming 
from inferior production in the first quarter of 1979 have been considerably 
underestimated. Certain inconsistencies were detected also in the 











reduction of losses for inferior production in calculation of the usable 
volume of wage funds and in allocations to the fund for rewards. The 
effort to keep losses at the lowest possible level must go hand in hand 
with a system of political-organizational, technical-production and 
economic measures, and with high standards on the part of manufacturers 
and consumers. Thus far, this precondition has not been adequately 
implemented. 


Enterprises presume in their plans that their losses in production will 

be balanced even under the complex and frequent adverse conditions with 
prolonged effects on the material technical supply, particularly during 

the second and third quarters of the year. However, a relatively more 
advantageous development in the area of material indicators has not been 
followed by a similar development in sales and in qualitative indicators. 
Thus, deliveries for export (particularly to nonsocialist countries), to 
market funds (particularly of industrial goods), and deliveries for 
production consumption have been delayed unproportionally to the requirements 
of the plan. 


The effort to make up for the deviations from the plan demands that the 
already achieved dynamism of production be further escalated. Thus, more 
favorable conditions for improved management of the enterprise area will 

be created, especially as concerns the achievement of the planned increment 
of profits, however, at the same time they raise other requirements for 
wage funds. Therefore, the task to balance higher wage outlays stemming 
from the first quarter of the year is so much more challenging. 


Reserves appear on every level of management in wage policy, most of all 

in the implementation of the line set by the Governmental Commission for 
Rationalization of Labor and Wage Systems, in the management and control 

of fulfillment of the plans for labor and wages in enterprises by superior 
organs of economic control, in thorough implementation of decision No 289/79 
issued by the government of the CSSR, and particularly in the observation 

of programs for wage development, stimulation and differentiation in 
enterprises. 


Naturally, wages must express appreciation for the initiative of workers 
whose approach to a successful compensation for the lag in the plan has 
been extremely dedicated. However, everything must be done so that their 
work be evaluated by the whole system of the management within the enter- 
prise as effectively and expeditiously as possible, and so as to make every 
working hour, including overtime, highly productive. The volume of wage 
funds in enterprises, which together with the reserves in supra-enterprise 
organs continues to be high, makes their operative exploitation possible, 
If the best effect in the operation of wage funds is to be achieved, it is 
necessary to use them to resolve the most essential issues in national 
economy at present, namely, an expeditious achievement of the planned 
structure and quality of production as the topmost prerequisite for complete 
satisfaction of our export needs, for the fulfillme-t of planned deliveries 
of goods from the production to the market as a pr.:: .tion for the 











achievement of a balanced supply and demand in our domestic market, for 
better efficiency in every stage of investments, above all in the area of 
progressive modernization, rapid returnability of investments with a 
contribution to the balance of payments or improvement in appropriate 
selections of goods for our domestic market, and for an interrelation of 
the material fulfillment of the plan with the tasks of efficiency and 
economy. 


Only if these conditions are met and these goals reached, the wage fund 
may be used in harmony with the requirements and needs of our society. 
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GERMAN DEMOCRATIC REPUBLIC 


STATISTICS PUBLISHED ON ECONOMIC PERFORMANCE AT HALF-YEAR MARK 
East Berlin NEUES DEUTSCHLAND in German 14-15 Jul 79 pp 1, 3-4 


[Report of the State Central Administration for Statistics on the implement- 
ation of the Economic Plan during the first half of 1979: "New Progress in 
the Strengthening of Our Republic; Many Initiatives in the Competition for 

the 30th Anniversary; Industrial Production of Goods Fulfilled; Sociopolitical 
Program Is Being Realized According to Plan"] 


[Text] The working people in all sectors of the economy have developed many 
different creative initiatives and produced significant achievement in the 
competition in honor of the 30th anniversary of the GDR. As reported by the 
State Central Administration for Statistics, the industrial goods production 
plan was fulfilled in the first half of 1979. Extraordinary efforts made it 
possible to keep within bounds the effects of the extreme weather conditions 
that influenced the start of the plan at the beginning of the year. Plan 
arrears were gradually reduced from fortnight to fortnight and month to 
month. 


The results and progress achieved in the first half-year in strengthening 
the economic power of our country's economy and systematically implementing 
the sociopolitical program, alongwith the matured socialist consciousness of 
the working people, have established essential preconditions for further 
improvement in the GDR's economic performance. The report stresses that the 
results are evidence of the great energies released by the policies de- 
veloped at the Eighth and Ninth SED party congresses, policies that were 
designed to make increasingly better use of the advantages of socialism for 
the benefit of mankind. 


In accordance with the basic ortfentations of the 9th and 10th plenary sessions 
of the SED Central Committee, the continued increase in performance was at- 
tained through more effective and better quality work, greater economy in 

the use of materials and imaginative socialist rationalization. Under the 
tests slogan "Greater efficiency from every mark, every hour of the working 
day and every gram of material," all work collectives are being called upon 











to make the fulfillment of daily plans their contribution to the all-round 
fulfillment and specific overfulfillment of the 1979 Economic Plan. 


Industrial goods production by the economy increased compared to the same 
period last year by M 5.5 billion. Based on the working day, this corres- 
ponds to a 4-percent increase in production. The industrial goods production 
plan was exceeded for the first half year, reaching a level of M 160 million. 
On the basis of the working day, a 4.4-percent increase was attained in the 
industrial ministries sector; 


Labor productivity in the sector of the industrial ministries rose by 4 per- 
cent, based on the working day. A total of 84 percent of the growth in pro- 
duction is the result of the increased labor productivity. Labor produc- 
tivity rose at a more rapid rate than industrial goods production in 410 
centrally administered enterprises; 


The level of quality in industrial production rose according to plan. Pro- 
duction of products bearing the "Q" quality label increased by 21 percent. 
A total of 389 enterprises now hold the title of "Enterprise of Outstanding 
Quality Work"; 





The State Plan for Science and Technology has been implemented at a steady 
pace and with substantial economic effect since the beginning of the year. 
The adoption of new elements has proceeded ahead of plan, with 102-percent 
fulfillment. The use of scientific-technical results has saved 153 million 
man-hours in the centrally administered enterprises of industry, construction 
and transportation; this figure corresponds to the working hours of 164,000 
employees during this 6-month period; 


fhe economy laid out M 21.6 billion in investments to strengthen the material- 
echnical base and to continue implementation of the sociopolitical program. 
Included here was a further increase in the share of investments for rehabil- 
itation and rationalization; 


Production by the construction industry amounted to M 15.5 billion. The 
housing coustruction plan was fulfilled as a whole. A total of 74,121 
residential units were completed, including 52,042 new units. Living con- 
ditions improved for 230,000 citizens; 


jocialist agriculture assured public supplies of meat, milk and eggs even 
with increased per capita consumption. Development of animal stocks pro- 
ded according to plan; 


re increased productive capacity of the economy enabled exports to increase 
/ percent, including a 9-percent increase in exports to the USSR; 


‘he people's net cash income increased by M 1.6 billion, or 3 percent. Net 
earned income of workers and salaried employees grew by 3.7 percent; 








Retail sales increased by M 600 million and amounted to M 44 billion; 


A total of M 24.8 billion was expended from social funds for the housing con- 
struction program, for maintaining low rents, stable consumer prices and 
rates and for other allocations and services; 


The public health and social affairs sector was able to make further improve- 
ments in citizen services. Among new acquisitions was space for 4,354 chil- 

dren in nurseries, for 1,298 persons in retirement anc nursing homes and for 

510 elderly citizens in rooming houses; 


Additional progress was made in the area of youth educationand training. Ma- 
terial conditions for teaching and learning have been further improved in 
public education, vocational training as well as advanced and technical school 
education; 


Physical education and sports have been developed further. A total of 22 
sports facilities were built in the first half-year; 


In preparation for the 30th anniversary of the GDR, culture and art gave new 
impetus to intellectual-cultural life; 


Resolute efforts were continued to develop Berlin, the capital of the GDR, 
as the political, economic and intellectual-cultural center of the socialist 
German Democratic Republic. Actively contributing to these efforts were 
working people from all sectors and bezirks, particularly the young people 
with their "Berlin FDJ Initiative." 


Report of the State Central Administration for Statistics on Implementation 
of the Economic Plan for the First Half of 1979 


The working people in all sectors of the economy have been develoning many 
different initiatives and producing significant achievements in the socialist 
competition in honor of preparations for the 30th anniversary of the founding 
of the German Democratic Republic. 


Work is being directed in all sectors of the economy toward consistent pursuance 
of the program for growth, prosperity and stability resolved by the Ninth SED 
Party Congress and toward turning the 30th anniversary of the GDR into a 

grand display of the accomplishments of socialism on German soil. 


The results and progress achieved in the first half-year in strengthening 
the economic power of our country's economy and systematically implementing 
the sociopolitical program, along with the matured socialist consciousness of 
the working people, have established essential preconditions for further 
improvement in the GDR's economic performance. 


The fraternal alliance with the Soviet Union and the firm entrenchment in 
the community of socialist states constitute a crucial foundation for the 
successful development of the GDR. 
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In accordance with the basic orientations of the 9th and 10th plenary ses- 
sions of the SE) Central Committee, the continued increase in performance 
was attained through more effective and better quality work, greater economy 
in the use of materials and imaginative socialist rationalization. It is 

in this way that the demands are being met that derive from the far-reaching 
changes taking place on international markets. 


The combines are proving to be important factors in increasing the productive 
strength of our economy. The combines are organizing the entire reproduction 
process more effectively; in particular, scientific-technical tasks are being 
performed in a more concentrated manner, with their results being transferred 
into production more rapidly. 


The start of the 1979 plan was affected by extreme weather conditions at the 
beginning of the year. In this situation the working people in all sectors 
of the economy made extraordinary efforts and produced significant results. 
Standing beside the working people were members of the National People's 
Army, the GDR Border Troops, the German People's Police, the GDR Civil De- 
fense Forces and soldiers of the Soviet Army. They succeeded in keeping the 
negative effects of the inclement weather within bounds; however, extensive 
damage was done to installations and machinery, transport and communications 
systems and heating and water supply installations, as well as at construc- 
tion sites and in agriculture. Avoidable disruptions and damage were caused 
by deficient management, particularly within the realm of the Ministry for 
Coal and Energy. 


Decisive steps were taken to master the situation and to catch up on arrears 
in plan fulfillment. Plan arrears were gradually reduced from fortnight to 
fortnight and month to month. 


As a result of the great initiative of the working people, the socialist com- 
petition made it possible to fulfill the industrial goods production plan for 
the first half of 1979. 


At the GDR National Youth Festival--the FDJ convention--a successful interim 
balance was drawn with regard to the exemplary achievementsof the young peo- 
ple in the mass movement entitled "FDJ Contribution to GDR 30." 


Occupying a worthy position in the comprehensive activities in preparation for 
the 30th anniversary are the results of active participation by the people 
ir the "Join In!" competition of the GDR National Front. 


T.e following results are the principal ones achieved in implementing the 
(irst half of the 1979 Economic Plan:* 








‘Preliminary data 
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Industrial goods production by the economy grew by M 5.5 billion. Based on 
working days, this corresponds to a production increase of 4 percent. The 
industrial goods production plan was exceeded for the first half of 1979, 
reaching a level of M 160 million. Based on working days, a 4.4-percent in- 
crease was attained in the area of the industrial ministries; 


Labor productivity in the industrial ministries sector increased by 4 percent, 
based on working days; 


Production of products bearing the "Q" quality label rose by 21 percent; 


The adoption of new elements proceeded ahead of plan, with 102-percent 
fulfillment; 


The economy laid out M 21.6 billion in investments to strengthenthe material- 
technical base and to continue implementation of the sociopolitical program; 


Production by the construction industry amounted to M 15.5 billion; 


Socialist agriculture assured public supplies of meat, milk and eggs; animal 
stocks were developed according to plan; 


The economy's exports grew by 7 percent, including a 9-percent increase in 
exports to the USSR; 


The housing construction plan was fulfilled. A total of 74,121 residential 
units were completed; 52,042 of them were new construction. This resulted 
in improved living conditions for 230,000 citizens; 





The people's net cash income increased by M 1.6 billion, or 3 percent. The 
net earned income of workers and salaried employees grew by 3.7 percent; 


Retail sales rose by M 600 million and amounted to M 44 billion; 
A total of M 24.8 billion was provided by the state out of social funds for 
the housing construction program, for maintaining low rents and stable 


consumer prices and rates, as well as for other allocations and services; 


The public health and social affairs sector was able to meet its responsi- 
bilities toward the citizens and make additional improvement; 


Progress was made in improving the education and communist training of the 
young people. The material-technical base of public education was expanded; 


Physical education ‘'3 were developed further; 


In preparation for the 3. anniversary of the GDR, culture and art gave 
new impetus to intellectual-cultural life. 











Resolute efforts were continued to develop Berlin, the capital of the GDR, 
as the political, economic and intellectual-cultural center of the socialist 
German Democratic Republic. Actively contributing to these efforts were 
working people from all bezirks and sectors, particularly the young people 
with their "Berlin FDJ Initiative." 


National defense was guaranteed on an economical basis. 
I. Industry 


In industry the plan for industrial goods production was fulfilled as a whole 
for the first half of the year. Great efforts on the part of the working 
people made it possible to eliminate the arrears that developed during the 
first months. Arrears still exist in the chemical industry and in general 
engineering, agricultural machinery and vehicle construction. 


On the basis of working days, production increased by 4.4 percent in the 
sphere of the industrial ministries. High growth rates were achieved by 
the electrical engineering and electronics sector with 9.5 percent, the 
machine tool and processing machinery building sector with 6 percent and 
geology with 8.5 percent. 


Faterprises Accountable to the Fulfillment of State Plant Quota, 

Ministry for: including the Counterplan for 
Industrial Goods Production, for 
the First Half-Year 


in percent 
“oal and Energy 100.0 
Ore Miring, Metallurgy and Potash 100.3 
Chemical Industry 99.5 
Electrical Engineering and Electronics 100.3 
Heavy Machine Construction and Installation 100.2 
construction 
Machine Tool and Processing Machinery Building 100.1 
General Engineering, Agricultural Machinery and 99.9 
Vehicle Building 
Ligh Industry 100.0 
Glass and Ceramics 100.1 
zirk-Administered Industry and Foodstuffs 100.3 
Industry 

“eo Logy 102.9 


Particularly reliable partners of the economy proved to be combines such as 
the Wilhelm Pieck Mansfeld Combine, the Schwedt Petrochemical Combine, Carl 
Zeiss, Automation Installation Construction, Microelectronics, Electronic 
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Components, Rosa Luxemburg NARVA [trademark for GDR electric bulb factory], 
Vehicle Electrical Systems, Fritz Heckert Machine Tool Building, Herbert 
Warnke Transformer Technology in Erfurt and the Salzwedel Natural Gas Pro- 
duction VEB. 


The enterprises accountable to the economic councils of the bezirks realized 
their planned industrial goods production for the first 6 months with 100.5 
percent. 


The planned distribution of finished products for the public was exceeded 
in all industrial sectors and was fulfilled overall with a figure of 101.5 
percent. 


Great demands were placed on the productive capacity of the fuel and energy 
industry during the first months of 1979. Mining and energy workers, aided 
by additional manpower, made great efforts to make up for production arrears 
caused by weather conditions. The planned increase in electric power produc- 
tion was achieved on the whole by the end of the first half-year. 


Coal gas production targets were met right from the beginning of the year, 
primarily as the reault of good performances in the Schwarze Pumpe and Boehlen 
gas works, and the first half year saw an increase to 109 percent over the 
same period last yeir. More natural gas was produced than had been planned. 


Production plans for the first 6 months were realized or exceeded in the case 
of the majority of important raw materials and subcontractor products, thus 
achieving noteworthy production output. 


A particularly rapid rise was evidenced in the production of processed metal- 
lurgical products, semiconductor components and electronic components, as 
well as apparatus and facilities for monitoring, regulation and control. 
Operational material-technical supply was assured for several products. 


A large increase in production was attained in machinery and equipment that 
is very important to the rationalization of production processes and to 
export; similar increases were achieved for important consumer goods. 


Production Development of Important Products in First Haif of 1979 Compared 
to First Half of 1978 


Product , In Percent 
Electric power 101.5 
Coal gas 109.4 
Natural gas 104.0 
Finished rolled-steel products 102.8 
Processed metallurgical products 104.7 


Steel piping. second stage of processing 103.8 
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Product In Percent 
Hot-rolled thin-gauge sheeting 105.8 
Cold strip steel, total 106.1 
Cold-profiled, surface-treated lightweight steel 

section and corrugated sheet metal 114.4 
Potash fertilizers 101.4 
Polyvinyl chloride 96.5 
ND [low-pressure ]-polyethylene 111.5 
Synthetic silk 100.2 
Synthetic fibers 97.7 
Electrical installation material 109.0 
Semiconductor components and electronic components 123.5 
Metal-cutting machine tools 102.8 
Cold-profiling machine tools 105.3 
Plastic- and rubber-processing machines 102.7 
Machinery and equipment for the textile, clothing 

and leather industries 97.0 
Agricultural machinery 107.5 
Armature 101.3 
Industrial gears 108.2 
Roller bearings 104 .U 
Low-voltage switching apparatus 105.2 
Apparatus and facilities for monitoring, regulation 

and control 108.7 
Television receiver--black/white 115.1 
Furniture and upholstered goods 101.9 
Outer g. rments 101.3 
Knitwear 107.7 
Hosiery 104.2 
Household washing machines 107.1 
Household refrigerators 99.5 

Including home freezers 129.6 
sicycles 102.0 





Labor productivity within the domain of the industrial ministriés rose by 

4 percent in the first 6 months compared to the same period last year, the 
percentage being based on working days. The increased labor productivity 

accounted for 84 percent of the rise in production. 


. total of 410 centrally administered enterprises raised their labor produc- 
‘ivity while fulfilling or exceeding their production quotas and at faster 
tates than for industrial goods production. 


Ihe level of quality in industrial production rose according to plan. The 
output of products bearing quality labels increased substantially more rapid- 
ly than did overall industrial goods production; those bearing the "Q" label 
rose by 21 percent. The awarding of the title "Enterprise of Excellent 
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Quality Work" to additional enterprises brought the number of honorees to 
389. On the whole, costs for rejects, repairs and warranties were lower than 
planned. More than two-thirds of the enterprises stayed even with or dropped 
below the planned costs for these services. 





In-house construction of rationalization means increased by 24 percent over the 
same period last year. This meant the production and employment of rationali- 
zation means valued at almost M1 billion. Progress was made in in-house 
production in this area for auxiliary production processes and small-scale 
rationalization projects. Industrial enterprises did their own construction 
work to an increasing degree in order to realize their planned investment 
projects. Construction operations by industrial enterprises with their own 
construction departments increased by 15 percent. 


Many different kinds of initiatives by the working people were instrumental 
in further reducing the specific consumption of economically important ma- 
terials. For example, the specific consumption of rolled steel in the metal- 
processing industry was reduced by 5 percent compared to the same period last 
year. New industrial prices for energy, raw materials and building materials 
helped reduce specific material consumption. 


Substantial results in the saving of material and the collection of secondary 
raw materials were achieved in the FDJ campaign for "Economy in the Use of 
Materials." 


Use of production equipment in terms of time amounted to an average of 14.7 
heurs per calendar day. Improvements were made in the full-capacity use of 
new and imported machinery and installations. 


The vast majority of centrally administered enterprises achieved cost savings 
compared to the plan. These positive effects for the economy were diminished 
by cost overruns in some enterprises. Efforts to reduce costs must be stepped 
up everywhere. 


Those working in the geological industry carried out the planned explorations 
for domestic mineral raw materials and ground water. 


Work was done in water management on remodeling and expanding supply instal- 
lations, and better use of existing facilities was achieved. Central drink- 
ing water supply systems are providing water to an additional 40,000 citi- 
zens. 


{I. Science and Technology 


The State Plan for Science and Techno!ogy has been implemented at a steady 
pace and with substantial economic effect since the beginning of the year. 











Important projects were completed prior to the plan deadline and introduced 
into production. 


There has been a further increase in the share of scientific-technical achieve- 
ments that help determine the advanced international level and make possible 

a greater contribution to increased effectiveness as well as increased qual- 
ity of production. During the first half year, the introduction of new top- 
flight products and procedures established the necessary conditions for in- 
proving the attractiveness of products for export and improving the supply 

of high-quality products for the economy and the public. 


Scientific-technical cooperation with the USSR and the other member nations 
of CEMA was systematically expanded. A more consistent use of scientific- 
technical findings and the broader application of scientific labor organi- 
zation brought a saving of i53 million man-hours in the centrall administered 
industrial, construction and transportation enterprises. This figure is ll 
percent greater than that for the first half of 1978. The saving correspnds 
to the working hours of 164,000 workers and salaried employees during this 
period. The application of scientific labor organization findings led to 

the reorganization or establishment of 116,000 jobs. 


Difficult or dangerous working conditions were eliminated here for 25,000 
working people. 


\mong the top-flight achievements introduced into production are new and 
wre advanced equipment such as high-capacity roll lathes and grinding ma- 

chines, section rolling machines for technologies that economize in the use 

of materials, loading machines for mixed cargo and subcontractor products, 
including new types of components for electrical engineering and micro- 

electronics, as well as high-grade special alloys and semifinished aluminum 
roducts. 


Efficient technologies and procedures that save energy and materials were 
incroduced, including the heating of housing projects with waste heat from 
Sierens-Martin furnaces, and the regulation of rolling installations with 
microprocessors for purposes of reducing the surface mass of newsprint and 
aluminum foil as well as for the use of secondary fibers in the manufacture 
of floor coverings. 


th assortment of technical consumer goods, clothing products, furniture 
leather goods was expanded. 


jority of the enterprises and institutions fulfilled their enterprise 
ence and technology plans. 


(lose to a million working people participated in the innovator and ration- 
ilizer movement in state industry. The annual gain from innovation suc- 
esstully introduced into practice amounts to M 2.3 billion. The young 











people made an important contribution to the mastery of science and tech- 
nology through the FDJ's MMM [Fair of the Masters of Tomorrow] movement. 


[Il. Investments 


A total of M 21.6 billion was invested in the economy for purposes of strength- 
ening the material-technical base and continuing to carry out the socio- 
political progran. 


The mjority of the investment projects have been going according to plan 
or have been completed on schedule. 


The proportion of rehabilitation and rationalization investments has continued 
to increase. It amounted to 76 percent of the investment volume in the metal- 
processing industry and 72 percent in the light, textile and food industries. 
Essential prerequisites for this were growth of in-house manufacture of the 
means of rationalization as well as the expansion of individual construction 
operations in industry's combines and enterprises that were performed parti- 
cularly for rationalization and remodeling purposes. 


The following capacities are among those that have begun operation: Capaci- 
ties for energy and raw materials production at the Zschornewitz II Gas Tur- 
bine Power Plant; additional capacities for the mining of raw brown coal at 
the Groitzscher Dreieck strip min; for pitkle-treated hot strip steel at the 
Eisenheuttenstadt Strip Steel Combine; for polyvinyl chloride at the Buna 
Chemical Works and for potash fertilizers at the Werra Merkers Potash Plant; 


Capacities for products of the electrica engineering and microelectronics 
industries at the Frankfurt (Oder) Semiconductor Works, Carl Zeiss Jena and 
the Neuhaus Tube Plant; 


Additional capacities for the manufacture of subcontractor products at the 
Berlin Electroproject and Installation Construction plant, the Teltow In- 
strument and Regulator Works, the Sondershausen Electrical Installation 
Works, the Berlin-Treptow Electrical Apparatus Works, the Oppach Electrical 
Switching plant, the Otto Buchwitz High-Voltage Installation Construction 
plant in Dresden, the Heidenau Elbtal Works, the Tarthun Hydraulics Works, 
the Auer Toolbuilding plant, the Neudorf Spindle and Spinning Flyer Factory 
and the Oschat2z Glass Fiber Works; 


Capacities for the manufacture ot capital goods at the Leipzig-Grimma Chemi- 
cal Installation Construction Combine VEB, the Hennigsdorf Hans Beimler Loco- 
motive Construction-Electrical Engineering Works, the Ernst Thaelmann Heavy 
Machine Construction Combine in Magdeburg, the Dessau Cement Installation 


Construction plant andthe Bautzen and ‘rlitz railcar construction plants; 
Capacities for the manufacture of consumer goods at Dresden's Typewriter 
Works, Gera Electronics, the Mittweida Linens Union, the Ebersbach Children's 


Knitwear plant, Dresden Men's Clothing, the Hirschberg Leather Factory and 
Lauter’s Schwerter Enamel Works. 





Extensive investments were made in order to further improve health, social 
ana cultural services for the public and to develop the educational systen. 
There has been substantial progress on projects such as the Charite, the 
theater and the Pioneer Palace in the capital of the GDR, the Semper Opera 
House in Dresden and the new Gewandhaus in Leipzig. 


[V. Construction 


Production in the construction industry amounted to M 15.5 billion. The 
centrally administered construction sector met performance targets for (ihe 
first half-year on the whole; the locally managed construction induscries 
of some bezirks did not meet production goals. 


Production of building materials and products for the prefabrication indus- 
try increased by 2 percent over the first half of 1978, that figure being 
based on working days. 


The plan was exceeded in important products of the building materials and 
prefabrication industry, such as doors, asbestos cement pressure pipes and 
heating surfaces. Production goals were not met for some bulk building 
materials, including cement. 


A total of 74,121 housing units were built or modernized in the first half 
of the year. The overall plan was fulfilled. 


in new housing construction, 52,042 residential units were completed as 
planned, including 6,378 owner-occupied homes. A total of 22,079 units 
were modernized. 


A number of kreises did not completely fulfill the economic plan in new 
»ousing construction and in some plan positions for new community facilities. 


Proxress was made in carrying out construction repairs, especially urgert 
rep irs on residences. 


‘he public's initiatives in the "Join In!" competition were also instrument- 
‘| in improving Living conditions. 


in the capital city of Berlin, 7,333 housing units were built or modernized. 
Of these, 5,191 were new housing construction and 2,142 were modernized 
m ts A total of 1,987 new units were turned over in Berlin-Marzhan. 


\ericulture, Forestry and the Food Industry 


operative farmers and the workers on LPG's, in cooperative facilities 

in state agriculture, foresty and food industry enterprises are concen- 
trating their eftorts in the socialist competition in honor of the 30th 
inniversary of the founding of the GDR on providing enough food for the 





public and raw materials for industry. Daily public supplies of meat, milk 
and eggs were assured even with a further increase in per capita consumption. 


The plan for state yield was fulfilled as follows for animal products: 


Fulfillment of the State Half-Year Plan for State Yield 


Product In Percent 
Slaughter animals 100.2 
Milk 98.0 
Eggs 101.2 


Making important contributions to the public's supply of agricultural products 
were the cooperative farmers and workers who maintained private plots, as well 
as the members of the Association of Small Gardeners, Subsistence Farmers and 
Small Livestock Breeders. 


Stocks of cattle, pigs, sheep and laying hens were increased compared to the 
previous year. 


Stock as of Stock as of 
20 May 1978 20 May 1979 
In 1,000's In 1,000's 
Cattle, 5,667 5,699 
Including cows 2,137 2,119 
Pigs 11,417 11,638 
Including sows 1,166 1,226 
Sheep 2,270 2,315 
Laying hens 26,290 26,522 


Planting and cultivation operations as well as fertilizing and crop protec- 
tion measures were conducted with care, and agricultural practices were 
improved. The cooperative farmers and workers involved in crop production 
received effective support here from the working people in the agrochemical 
centers, the kreis enterprises for agricultural equipment and the soil improve- 
ment enterprises. 


Grain was planted on 2.55 million hectares, potatoes on 553,900 hectares, 
sugar beets on 258,800 hectares and vegetables on 73,500 hectares. 


Production of straw pellets amounted to 6/77 kilotons; 3/70 kilotons of dried 
silage were produced. 


For purposes of improving the material-technical base, agriculture received 
in the first half of 1979 a total of 5,367 tractors, 284 W-50 trucks, 











119 E-516 combines, 150 mowing machines, 200 “Exakt" chaff-cutters and 400 
high-pressure presses. 


Investments amounted to M 364 million «+.re made for soil improvement. In- 
stallations were built to drain an ad ‘ional 21,000 hectares and to irrigate 
18,600 hectares, including the sprin!.er irrigation of 11,200 hectares. 


The working people in the food industry fulfilled their plan quotas in the 
first half of the year for industrial goods production with a figure of 101 
percent. 


Forestry workers provided the economy with 4.4 million cubic meters of timber. 
They fulfilled the annual plan for the marketing of timber at a level of 

48 percent. There were increases in the production of consumer goods and 
building materials, including prefabricated houses for the construction of 
owner-occupied dwellings. 


The maintenance enterprises of agriculture, forestry and the food industry 
performed their own maintenance work valued at M 687 million, thus fulfilling 
the half-year plan. 


Vi. Transport, Post and Telecommunications 


Goods totaling 514 million tons have been transported. The transports that 
were vital in supplying the public and the economy were maintained even under 
complex conditions at the beginning of the year. 


The railroads transported 145 million tons of goods in the first half of the 
year. the transport plan was fulfilled with a figure of 95.5 percent. The 
-ailroad workers stepped up their cooperation with the freight industry in 

der to reduce turnaround times. The application of new transport technologies 
made it possible to reduce standing time. 


he sitterfeld-Jueterbog rail line was electrified, thus completing the elec- 
trification of the important stretches from Jueterbog to Leipzig and Frankfurt. 
Another 43 km of dual track have been added to the railway network. The per- 
centage of modernized rail operations increased to 90 percent. 


Public and plant transport carried 338 million tons of goods. 
rhe GDR commercial fleet commissioned six vessels with a capacity of 70,000 
. ic tons during the first half of the year. The fleet thus has 192 ships 


wi» a capacity of 1.9 million metric tons. 


fhe seaports transshipped 8.1 million tons of goods. 











Public means of transportation carried 2 billion people. Passenger transport 
was improved through the use of spacious new buses and Tatra streetcars. The 
opening of new lines, the increased frequency of departures and the applica- 
tion of new technological and organizational measures in transportation opera- 
tions produced shorter travel times, particularly in commuter trzffic. Mea- 
sures designed to link transportation patterns with tbe housing construction 
program were continued according to plan. 


Interflug opened new routes, including those to Maputo and Athens. Space 

for more passengers was provided on some routes, especially to the Soviet 
Union. May saw the beginning of direct flight connections from Dresden and 
Leipzig to Bulgaria. These connections make air travel to Bulgaria's vacation 
spots quicker and more convenient for tourists. 


Post and telecommunications operations grew by 4.9 percent over the first half 
of 1978. A total of 21,000 new telephone hookups were made, 16,500 of them 

in private residences. The television systems broadcast 82 percent of their 
programs in color. VHF radio broadcast stereophonic programs 246 hours per 
week. 


VII. Foreign Trade 


As a result of the economy's increased productive capacity, exports grew by 
7 percent. 


Further progress was made based on coordinated plans, particularly as regards 
the interdependence of the GDR economy with that of the USSR and other CEMA 
member nations. 


Foreign trade with the USSR and the other CEMA countries constituted the 
stable foundation of the GDR's economic growth. Exports to the USSR increased 
by 9 percent. 


Additional steps were taken to guarantee the raw materials, fuels and energy 
base over the long term, to provide the public with consumer goods, to de- 
velop economic and scientific cooperation and to assure specialization and 
cooperation in production. 


On the basis of long-term cooperation for mutual benefit in the scientific- 
technical sphere, exports to the developing countries increased by 10 percent. 


Substantial growth was achieved in goods exchanges with Algeria, Angola and 
Mozambique, among others. 


Exports to the capitalist industrial countries continued to rise. They were 
encumbered by protectionist measures and various kinds of political and tech- 
nical obstacles to trade in the case of some of the capitalist countries. 





As the result ot good performances by the working people in increasing the 
economic strength of the GDR, the material and cultural living standards of 
the people continued to rise as a consequence of consistent implementation of 
the sociopolitical program of the Ninth SED Party Congress. New construc-.ion 
and modernization improved living conditions for 230,000 citiznes, particular- 
ly workers, cooperative farmers, large families and young married couples. 


The most comprehensive increase in vacation benefits since the founding of 
the GDR went into effect at the beginning of this year. All working people 
receive at least 18 days of vacation. For 7.6 million workers and salaried 
employees, including apprentices, leave time is being extended by at least 
3} working day's the extension are for 4 or more days in the case of about 

a million working people. 


A total of 118,800 children were born between January and June. Almost all 
working mothers with two or more children took advantage of severance pay 
provisions following pregnancy and confinement leave. 


The public's net cash income rose by M 1.6 billion, or by 3 percent; the net 
earned income of workers and salaried employees increased by 3.7 percent. 


In the first quarter of 1979, the centrally administered industrial enterprises 
under the industrial ministries paid an average year-end bonus of M 811 per 
worker and salaried employee for the year 1978. 


the state laid out M 6.9 billion from social funds in the first half of the 
year for the purpose of assuring stable consumer prices and rates; this 
amount is M 480 million, or 7.5 percent, more than was spent in the first 

6 months of the previous year. Expenditures from the state's social funds 
to support the housing construction program and to assure low rents amounted 
to M 3.9 billion for the same period; this figure is M 430 million, or 12.3 
vercent, more than for the first half of 1978. 


Retail sales rose by M 600 million to M 44 billion. 


Pub’ ic supplies of food and other daily needs were assured. Retail sales 
ot food and nonessential foods and beverages increased by 3 percent. 


Commodity supply increased compared to the first half of 1978 for the follow- 





ing goods: 
luct Percentage of Increase 
(, meat products, sausage products 2.0 
heese 4.0 
Eges 2.0 
Infant formula 6.0 
Prepared baby foods 10.0 
Wine and sparkling wines 3.0 
Liquor 6.0 
Cigarettes 4.9 
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Supplies of fruits and vegetables did not quite match those of the first 
half of 1978. Sizable rates of increase were achieved in the supply of some 
important industrial goods. 


Increase in Supply Compared to First Half of 1978 


Product Percentage of Increase 
Knit outer garmets 109.0 
Girls’ outer garments 107.0 
Children's knit undergarments 111.0 
Infant wear 115.0 
Men's suits 102.0 
Ladies’ pants 102.0 
Hosiery 113.0 
Men's shirts 109.0 
Television sets--black & white 117.0 
Lighting for the home 111.0 
Overproof cookware 114.0 
Baby strollers 114.0 
Flashlight batteries 111.0 


The summer clothing assortment was characterized by improvements in up-to- 
date styling and variety. 


The planned level of supply was not attained for some industrial goods be- 
cause of delivery arrears on the part of domestic industry. Examples are 
furniture and upholstered goods, radio/tape-recorder combinations, men's 
shoes and household linens. 


Repairs and services for the public were expanded and improved. Repair times 
were shortened for technical consumer goods. Quick service, after-hours ser- 
vice and holiday services were expanded, particularly for high-grade tech- 
nical products. Repairs on technical consumer goods were up 6 percent and 

by more than 8 percent for refrigerators, washing machines and gas appliances. 
Laundry services for the public rose by 3 percent in the first half of the 
year. 


Public motor vehicle repair services increased by 10 percent. Supply was 
improved for a number of spare parts. 


Cooperative and private artisans were responsible in large measure for the 
improvement in repairs and services for the public, with an increased out- 
put of 4 percent. 


In the area of public education, further progress was made in raising the 


quality of education and communist training during the 1978-79 school year 
just ended. 





Material and personnel conditions have been improved for the general educa- 
tion and training of children and young people. Established during the first 
half of 1979 were 486 classrooms, 27 gyms, 6,256 kindergarten spaces, 2,000 
spaces in day-care centers as well as 240 spaces in boarding schools and homes. 


More than a million pupils in grades 7 through 10 were given polytechnical 
instruction in 5,200 enterprises. They were taught by 33,000 skilled work- 
ers, master workmen and engineering instructors in the enterprises of in- 
dustry and agriculture. A total of 1.6 million pupils participated in °* 
116,000 work groups at general polytechnical secondary schools. 


Participating in the school lunch program were 77 percent of the students; 
66 percent took advantage of the milk program. 


The vocational training of apprentices was carried out in close association 
with everyday life in society and the enterprise. Practical vocational in- 
struction centered around developing fundamental practical abilities and 
skills as prerequisites for solid efficiency and quality work on the job. 
Apprenticeships are available for all those who have finished with secondary 
school; 85 percent of those signing apprenticeship contracts have success- 
fully completed the 10th grade. 


in order to improve material conditions in community and enterprise vocation- 
al schools, 89 classrooms and 2 gyms were built during the first half of the 
year; housing for 1,334 students was provided in apprentice residence halls. 


Further improvements were made in the level of education and training in the 
area of advanced and technical schools. The practical work programs instituted 
by a number of departments prior to matriculation had a positive effect on 

the preparation of the future students. 


u the field of research the universities and advanced schools helped assure 
basic research and the transier of important results into practice and also 
helroed increase the scientific lead. 


ihe -onstruction of new buildings with space for 700 in residence halls and 
for 1,200 in classrooms, seminars ard study room. improved the work, study 
and living conditions of students, chiefly in Leipzig, Potsdam and Berlin- 
wartenberg. 


Queiity medical and social services for the people were provided by the public 
health and social affairs sector, with employees exhibiting willingness to 
ve and exemplary attention to responsibilities. Regular examinations 

i preventive health practices were carried out on schedule. A total of 
976,000 citizens enjoyed the use of health spa facilities for recuperative 

‘r prophylactic purposes. New positions were created for 100 out-patient 
phyeictans and 56 dentists. Significant progress has been made on remodeling 
and on new construction at the Charite in the capital as well as on projects 








such as the bezirk hospitals in Karl-Marx-Stadt, Suhl, Cottbus, Schwerin 
and Neubrandenburg. New construction in the first half of 1979 created room 
for 4,354 children in nurseries. 


In order to improve care for the elderly and the infirm, new retirement and 
nursing homes were built with space for 1,298; space for 510 was provided in 
the form of new residence halls. 


The mass character of sports found obvious expression in the public sports 
competitions, the exhibitions on the occasion of the GDR National Youth 
Festival at Pentecost in Berlin in 1979 and the efforts of our young athletes 
during the Seventh GDR Children's and Young People's Spartacus Games for win- 
ter sports and the kreis-level Spartacus Games for summer sports. Our 
athletes won 5 world championships and 14 European championships. 


A total of 22 new sports facilities were built in the first half of 1979, 
including 11 sports fields, 2 gymnasiums and 2 indoor swimming complexes. 


Culture and art are having an increasing influence on the conscious develop- 

ment of intellectual-cultural life in the 30th year following the founding 

of the GDR. This was emphasized at the meeting between SED Central Committee 
General Secretary Erich Honecker and representatives of the art and cultural 

worlds in the GDR. 


A number of new artistic works by artists and intellectuals helped enrich 
socialist cultural life, deepen friendship among peoples and foster our own 
national and the progressive international cultural heritage. 


Special high points were the Festival of Young Artists and the other cultural 
events that took place during the GDR National Youth Festival. 


On the occasion of the “Folk Art Days” sponsored by Karl-Marx-Stadt Bezirk 
at the Palace of the Republic, more than 1,500 participants showed 100,000 
spectators proof of the cultural creativity of many citizens and the high 
quality of their folk art. 


Millions of people in the GDR are watching on television the series of 20 
programs entitled “The Decisive Front," a portrayal of the Soviet Union's 
heroic struggle against Hitler fasciem during World War II. 


Occupying a special place in our intellectual-cultural lives was the atten- 
tion to our national cultural heritage, particularly the tributes to Semper 
and Lessing. The international appeal of socialist culture was evidenced 

by the Second Dresden Music Festival, the Berlin Music Biennial, the Handel 
Festival, the Shakespeare Days and the successful ending to the Art Treasures 
of Dresden exhibit in the United States. 




















Chief among the events honoring the International Year of the Child were the 
First National Children’s Motion Picture and Television Festival--the 
"Golden Sparrow"--in Gera and the 17th Children's and Young People's Litera- 
ture Days in Rostock. 


During the first half of 1979, a total of 57.7 million copies of 2,552 books 
as well as 9.6 million records and cassettes were offered for sale. 


The results of economic development during the first half of 1979 are an ex- 
pression of the great economic productive capacity and the high material 

and cultural living standards that have been achieved in the three decades 
since the founding of our republic. They are evidence of the great energies 
released by the policies developed at the Eighth and Ninth SED partycongresses, 
policies that were designed to make increasingly better use of the advantages 
of socialism for the benefit of mankind. 


Central implementation of the resolutions passed by the 10th SED Central 
Committ « *lenum are new orders of magnitude in the development of the GDR's 
econom'< ; roductive power. Dynami: increases in performance in the economy, 
above \-) in industry, as well as the requisite growth of the disposable 
end pr: ‘ct are crucial prerequisites for the solution of all problems of 
social . welopment. Strengthening the material-technical base of the economy 
is a task of the highest priority. 


The soctalist competitionis dominated by the 30th anniversary of the GDR and 
is directed toward the overall fulfillment and specific overfulfillment of 
the 1979 Economic Plan. Under the tested slogan "Greater efficiency from 
every mark, every hour of the working day and every gram of material,” each 
work collective is being called upon to contribute by fulfilling its daily 


plans. 
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GERMAN DEMOCRATIC REPUBLIC 


WEST GERMAN PREDICTION: MEDIOCRE GDR HARVEST 
Bonn DIE WELT in German 30 Jul 79 p 4 


[Article by Diethart Goos, Berlin: "The Battle for Every Grain Rages on the 
Fields of the GDR") 


‘Text] Despite adverse weather conditions, th harvest battle has begun on 
the fields of the East German agricultural producer cooperatives and state 
farms. However, because of the cool wet weather of recent weeks, only 
moderate yields are expected. 


The situation is anything but satisfactory for the East German agricultural 
economy. The extremely poor harvest in the summer of 1977 was not as yet 
been made up for, despite the better results of 1978. The yields for bread 
grains and particularly for feed grains have everywhere fallmn behind planned 
goals. 


Bad news is also coming from the USSR: yields falling below expectations 
by more than 20 percent. Thus, renewed huge purchases on the American and 
Canadian wheat markets for hard foreign currency will not be avoidable. 


Those following the daily reports in the GDR press, and particularly in the 
BAUERN-ECHO, will find that a struggle is currently raging in the fields for 
every ear of grain. This year's harvest activities are being consciously 
coordinated with the celebration of the 30th anniversary of the 7 October 
founding of the GDR. The highest possible yields and the best quality 

in honor of the 30th anniversary are the party demands daily being hammered 
into all agricultural workers involved in harvest activities. 


Thus, Michael Koplanski, presidium member and executive committee secretary 
of the Democratic Peasants Party of Germany (DBC), has issued the follow- 
ing catch phrase: "The pressing concern of our party in the harvest months 
is to aid, under the leadership of the SED, in recovering with minimal loss, 
in storing, and in effectively making available to the supply system, all 
that has grown to maturity and ripened in the fields as the result of 
diligent labor." 
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Machine-operator Karl-Heinz Karg of the Weisickendorf LPG in Kreis Jueter- 
bog was not content with that. As a combine driver, he put forth the fol- 
lowing challenge in BAUERN-ECHO: “Every grain is at stake." 


[he concerns of those in positions of responsibility are quite justified. 
Extremely unfavorable weather conditions ‘.:\e severely impaired grain growth, 
yielding short ears vith small grains. ven the stalks have not reached the 
length necessary for aarvesting sufficient feed straw. 


the combines are indefatigably driving over the fields of the LPGs and state 
farms, in the manner of a military drill, to harvest only that which is 
justifiable from the point of view of agricultural engineering. Yet the 
moisture content of the grains is higher than average; nearly all the har- 
vested crops must be dried. And thus begins another dilemma: transport 

and drying capacities are everywhere in short supply. 








HUNGARY 


ANNUAL CONFERENCE DISCUSSES ECONOMIC EFFICIENCY 
Budapest FIGYELO in Hungarian No 26, 27 Jun 79 p 6 
[Article: “Economic "olicy and Efficiency of Enterprise Management"™] 


[Text] The 18th Roving Congress of Economics, jointly 
organized by the Hungarian Society of Political Economy, 
the Scientific Society of Operations Research and Manage- 
ment of the MTESz [Federation of Technological and 
Scientific Associations], the Department of Political 
Economy of the TIT [Popular Educational Association for 
the Social and Natural Sciences], and their Tolna Megye 
organizations, took place in Szekszard between 21 and 23 
june. Here are the highlights of the discussions. 


In the section dealing with price policy, it has been recognized that the 
new production prices to be introduced in 1980 will still contain necessary 
compromises but we know where these stand. Some of the preferences result 
from the fact that the domestic price--for example, the prices of energy 
carriers and of raw materials--is based on the most expensive markets. 


Price Policy 


There was unanimous agreement that an effectively operating price system is 
the prerequisite for the development of a desirable economic structure and fora 
flexible economy. One of its main characteristics is the strong link 

between the world and domestic market prices, as well as the flexibility of 
the price system and the careful following of the movements in the world 
market prices. 


A lively debate developed about the details of determining prices. Some 

people questioned the correctness of the idea that the export price be the 
determining factor in formulating the prices for the products of the processing 
industry because our producers are subjected to a whole series of detrimental 
discriminations in the markets of the developed capitalist countries and, 
therefore, these products are marketed at lower prices than those of their 
competitors in the developed country. 








One of the speakers suggested to handle this principle of price flexibility; 
that the lower limit of domestic producers" price of processing industry 
products should be the export price and the upper limit should be the import 
price. Others, on the other hand, have pointed out that it is almost im- 
possible to find standard import prices for processing industry products and 
it would not be correct either to pay the domestic producer on the basis of 
tne higher import price. 


he peculiarities of agricultural prices were also discussed saying that the 
producers’ prices are determined by the domestic inputs which is a general 
characteristic of agricultural price formulation. We expect a certain 
degree of transformation in the income producing ratios between the two 

main branches of agriculture--stressed one of the speakers--because the new 
production prices improve the income producing capacity of animal breeding 
as compared to plant cultivation. This is expected to lead to a certain 
degree ot territorial reorganization. Those cooperatives where the share 

of animal breeding is greater will be better off. 


They have called attention to the fact that the planned de facto exchange 
rates would be different for exports and imports thereby inducing an ever 
increasing import content in the export products. 


According to one of the speakers, this is why strengthening the uniformity 

exchange rates is necessary. Another speaker pointed out that the problem 
could be lessened by using incentives to increase the interest in improving 
the index of net foreign exchange earnings. 


it was also mentioned that among the net-income elements the proportion of 
subsidy-type income will increase (for example, the subsidy relating to 
basic material pricing). This, in itself, would not be bad but it cannot 
be our aim to make imports farthest away from production and consumption 
main source of net income formation. (All the more so. since in this 
the volume of net income would depend on the volume of imports.) 


1, the debate several speakers found the new principles of pricing too 
complicated and they found this problematic primarily because--as one of 
Chem put it--in addition to the two present factors (plan and regulators) 
there will be a third one: pricing. It is a fact that during the formula- 
tion of the price system to be introduced in 1980, frequently contradictory 
interests must be taken into consideration. Nevertheless, the new pricing 
principles may contribute to the more realistic evaluation of the economice 


I ’ SSCS. 
velopment, Level-Keeping and Cut-Backs 
\ lively debate developed in the section dealing with the problems of de- 
rolopment, level-xeeping and cut-backs. The most interesting of these was 


che exchange of views about assessing fixed assets. 


it is a fact that in industry the proportion of fully depreciated fixed 
issets still in operation is relatively high, and is still increasing. 
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To assess this one must assume that the primary function of depreciation 

is statistical in character and from the point of view of political economy 
it cannot be considered accurate that a machine operated for three years 
(with an annual depreciation of 10 percent) is valued only at 70 percent 

of its original price. In that sense the depreciation to zero (or total 
depreciation) does not have any politico-economic content. Several speakers 
also pointed out that the amortization rate [sic] can only express general 
depreciation. 


it can also be seen that in addition to machines depreciated to zero but 
still productively in operation, some fixed assets drop out of production 
well betore the period of depreciation. This also proves: there may be 
variations in both directions due to factual circumstances. The taking 
into consideration of the maintenance of fixed assets is a new aspect in 
depreciation. In the past, the gross value of fixed assets increased with 
the value of maintenance work, in the current regulation it is not. The 
value of fixed asset maintenance work in 1978 was close to 80 billion 
torints. This is not a small amount! According to estimates it can be 
established that the useful life of fixed assets has not changed since 
19/70, 


Finally, the debate ended by stating that it is not the depreciation to 
zero that determines whether the given fixed asset has been worn out or 
not, but a comprehensive technical and management examination. It would 
be useful to hold further discussions about this subject. 


in the section a great deal has been devoted to the problem of dynamism. 
‘hey stressed that even with the present "restrained" economic policy it 
is not a sin to think of development. The aim is to limit uneconomical 
rctivity and not that of the enterprises. 


it is on important politico-economic requirement of the immediate future 
to step up the elimination of uneconomical activities. The new system of 
regulators will help this by not allowing amortization [of depreciation 

expenses} in the case of current production losses. This means that the 


amortization [of depreciation expenses} must be included in financing the 
loss. While at present, amortization [of depreciation expenses] provides 
1utomatic refund (and development, resource, credit eligibility), in the 
future, profitability requirements will be linked to the simple keeping of 
the level. 


Interesting and useful remarks were made about the marketing of used machinery. 
fhe marketing of used machinery is very limited in our country due to the 

small number of cut-backs. Whereas this is a large-scale, profitable branch 
of business in other countries! 


\concrete example: Regarding the problem of nitrogen fertilizer the partici- 
pants in this section could acquaint themselves with the true problems of 
investment efficiency calculations. First of ali, the method used to evaluate 
the cut-backs is uncertain and frequently difficult to take into consideration 
the different prices in the various markets (or the different export and import 


prices). 








The debate over the evaluation of the individual production factors is also 
linked with the problems of efficiency calculations and this debate is still 
golog on. There was a view that wanted to make one of the shortages (man- 
power) a production factor by increasing the role of “allowance” (releasing 
manpower by using the average capital cost) in the calculations. Another 
view expected the solution from the eificiency requirements established for 
all the production factors and not from the separate “taxing” of the in- 
dividual production factors. 


in connection with assessing the balance of unfinished investments, some 
sugeested that there was one main task: to reduce the balance of un- 
(inished investments while others did not always deem useful its reduction. 
Although some theoretical and practical unclear problems in this respect 
remained there was agreement among the participants that the current fast 
increase in the balance of unfinished investments is an unfavorable phenomenon 
and that it would be desirable to reduce the completion time of the invest- 
ments. 


Export Orientation and Enterprise Strategy 


ipeakers in the section dealing with the interrelationships of export 
rientation and enterprise strategy have dealt most of all with the dif- 
rene i the condition and target systems of the capitalist and socialist 
‘tterprises. It has been established that there are, primarily, theoretical 
‘erences in the system of condition of the two ypes of strategic planning. 


« socialist enterprise operates basically within the framework of central 
it Lanning and regulated market, and this automatically creates different 
nditions on the level of freedom of strategic planning and the greatness 
than the condition system of capitalist enterprises subjected to 
‘taneous market mechanisms. State economic policy has a necessary and 
eptive intluence on the strategic planning of the socialist enterprise. 


« specitic system of CEMA has great influence on the practice of strategic 
. and also the fact that in our economy, in many instances, demand 
‘r than supply on a rather permanent basis. 


“uring the debate in the section it was pointed out that the state economic 
ontrol and management organs had not prepared themselves sufficiently to 
support the strategic planning of enterprises. For example, it is still 
lear what information must be provided to the enterprises by the 
mic control and management organs for the preparation of their strate- 
es; it is not clear either what kind of information these organs should 
‘r from the enterprises in the process of national economic planning. 


1 problem that economic policy information very frequently reach the 


terprises ina distorted manner. The link between the national economic 
branch plan concepts is not reassuring either. 
vw ettect of our system of economic control and management to induce a 


ided steady and continuous development is inconsistent with strategic 








thinking and strategic planning. Strategic planning takes into consideration 
fast and slow growth periods, or possibly even a deliberate stagnation or 
recession; the toleration of the extreme cases of dynamic jumps and reces- 
sion would require a more flexible economic control and management than the 


Current one. 
ln connection with the interpretation of export orientation, the participants 
int lebate stressed that it means, first of all, national economic 


erientation. The fact is that in practical economic policy export-orienta- 
Lion is interpreted in the strict sense as an enterprise responsibility and 
its detrimental effects can already be felt--products in high demand on the 
domestic market are exported under certain compelling conditions (therefore, 
the shortage is to be overcome by more expensive imports); priority interest 
is too much in the foreground in the export volume and export efficiency 
falls into the background. This interpretation is the manifestation of the 
quantitative view. 


Export crientation should be interpreted as adjustment to world market con- 
ditions and as a long-term task and this should be expressed primarily in 
the economic policy and control. The enterprise should be market-oriented 
ind the economic policy condition system be such that it directs the growth 
etiorts towards the desirable sales relations. 


Export orientation--if the controversial and criticized interpretations and 
practices are eliminated--is also an enterprise responsibility that is 
realized in the work of the enterprise. 


In this connection, the participants pointed out that, inthe short-run, 

i change of product line can only partly be the means of increased exports. 
hey called attention to the fact that a substantial share of our current 
products could be made more competitive by improved delivery, packaging 

ind advertising, etc. 

Ihe participants in the debate approached the question of import-substitution 
very delicately. Whiie criticizing the previous large-scale investments for 
import substitutions, it was pointed out that the results have not always 
warrented the expectations: the quality of products and the export capacity 
fell behind the desirable and consequently such developments have led fre- 
quently to increased imports. 


in general, import substitution development is warrented only when it enables 
the production of competitive products. It is advisable to try the import 
substitution of expensive and high quality products (so far, we have attempted 
to substitute the low-value and oass-produced products while we are being 
ompelled to increase the import of expensive and high quality products). 
Improvement of the foreign currency balance is not a one-day task. 


the conterence made reference to the fact that the restructuring of the 

oroduct line must be done under unbelievably difficult conditions, and 

these conditions emphasize the role of the creative and enterprising spirit 
management, as well as support for such style of management. 











ferritorial Development 


the organizers of this conference felt it necessary to debate in another 
onference the megye tasks ineconomic policy, in the efficiency of the 
system and enterprise management. Several speakers discussed the 
the megye work and economic policy. Unfortunately, the expression 
f “megye economic policy” is still frequently heard. The speakers in this 
section spoke unanimously against the use of this term because an attitude 
is behind it that is quite frequently the manifestation of provincialism 
rather than an adaption of the general aims and requirements of economic 


policy relating to a specific area. 


contro! 


‘ 
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Furthermore, the conference was seeking an answer, among others, to how to 
nweasure the economic development of a given area and to discover the 
possibilities of further development. The speakers analyzed the economic 
ind infrastructural development of the various regions of the country and 
their interrelationships. They agreed that the economic structure, the 
number of the economic branches or sub-branches of an area do not express 
iny degree of development but primarily the differences in the actual 


local situation. 


uring the debate the question arose: what the megye organs could do to 
production and the product lines? The remarks are interesting 
from two points of view. On the one hand: how much does the employment 
cture determine the product line or how can the employment structure 
is one of the factors in modernizing the product structure--be changed 
»xccord with the reguirements? On the other hand: to what degree can 
‘lopment of the product structure be influenced on the national 
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everal speakers of the conference stated that there is little or insufficient 

mation available that helps the regional work. During decision-making 

« regional interrelationships are quite frequently pushed behind the 

ranch interrelationships, wivh no reasonable explanation. To eliminate 
idvantages resulting from this, the sub-branch organs should emphasize 

rily the regional interrelationships of their enterprises while the 
yuuncils should strengthen the coordination of the planning work of 


nterprises, cooperatives and local councils. 


ving Congress of Economists took as its tasks not a lesser problem 
the development of a management system containing 
itatively new elements. Under these circumstances the great interest 

the number of participants was above 600. 


r ussion of 


worthwhile to think about this experience at the Roving Congress. 
everal actions only reseerchers and state officials expressed their 
‘ho work in the capital and who can express their views frequently 


“A ‘1? 


jur their everyday work. 








We do not believe that the problem was in the method of discussion. The 
material conditions were good and the democratic atmosphere could only be 
described in superlatives. The reasons must be sought somewhere else. The 
sponsoring scientific societies must undertake a serious analysis of this 
because the meaning and value of the rowing congresses of economists are 
based on how the opinions, views and experiences of the economists working 
in the various areas of the country's economy are summarized. 
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ENERGY CONSUMPTION, PRICES EXAMINED 
Budapest MAGYAR HIRLAP in Hungarian 7, 8 Jul 79 


{Article by Istvan Matko: “Prices and Proportions") 


{7 Jul 79, p 7, Part I} 


jTtext/ Prices are one of the central topics throughout the world, including 
our country. Not just because the price of certain products (e.g., crude oil, 
gasoline) went up in the world market to such an extent that they transformed 
the fundamental conditions affecting whole sectors in one fell swoop and 
influenced the private lives of people, because those prices represent a key 
factor of re-production and living standards. Analysis and control of economic 


processes is impossible without reliable prices and a price system which follows 
changing realities. 


There are many examples which may be used to justify such an assertion: we 
will not, however, start with specific isolated cases. We will use one of the 
recent surveys by the National Material and Price Office which was prepared 

ith the help of the ministries concerned based on material consumption 
between 1973 and 1976. 


Conciusions of One Investigation 


The survey showed that as a whole material costs wationally have decreased: 
enterprises used a smaller quantity of materials in their production, sub- 
stituted cheaper materials for more expensive ones or, perhaps, made more 
valuable products using the same base materials. During this period, domestic 
prices have hardly changed at all: on the world market, however, there has 
, a price explosion. Laszlo Racz, main department head of the National 

Ms eriel and Price Office wrote in one of his studies: “If material costs 

oo production are analyzed on the basis of the recent world market price 

vinges, it is immediately evident that the savings achieved by enterprises 
uring thie period have, in the meantime, become obsolete." 


Enterprises and private citizens “obeyed” domestic prices which did not reflect 
world market changes. For example, enterprises substituted old materials for 
new ones which in the meantime had become more expensive. They replaced coal 








with oil, traditional structures with light ones: they changed their product 
lines in ways which became unfavorable. They increased the percentage of 
synthetic textiles in the garment industry relative to natursl fibers even 
though the value judgment of the world market (which is the target of the 
garment industry) was shifting in the opposite direction. it was shown that 
the lag was only 2 to 3 years; however, in times of world market price changes 
one can accumulate substantial losses in a short time, provided prices are 
wrong. Both oil consumption and che product structure were preserved because 
of obsolete prices; this has led to very serious consequences. 


Gas-guzzling cars 


To stay with the consequences of the delay: it would be quite difficult to 
blame an enterprise which modernized its obsclete coal-fired boilers in a 
manner which is wrong in terms of today's prices. At the time of the decision 
it had to consider existing energy prices: this is why it decided to introduce 
light oil as a fuel, even tuough it knew that oil was cheap because it received 
substantial state subsidies. 


Economic decisions must be based on facts alone: one of the most important facts 
of economic processes are the prices. The above enterprise could have made a 
different decision, but such a solution could not have been supported by facts. 


There are many cases to show that the example is no mere speculation. Let us 
mention ome: the energy supplies of the Nyergesujfalu Viscosa Factory were 
designed to use hydrocarbons despite the fact that the plant is located between 
Tatabanva and Dorog, a short distance from where coal is produced. The ambitions 
of transportation sector were not helped by energy prices which were unrelated 
to those of the world market, especially the prices of gasoline and diesel oil 
which are substantially lower than they should be. If we take a look at the 
vehicle fleets of the largest transport enterprises, we see that there are a 
substantial number of high consumption and low efficiency gasoline and diesel 
engines among them: this is quite strange in a country where oil imports are 
four times more than domestic production. Since demand is satisfied mainly 

by expensive national imports, it is remarkable to find that only a small 
portion of the vehicles consists of "forgotten", obsolete old cars: most of 
them are new vehicles, imported only recently. This situation was exacerbated 
by the fact that unreasonably low fuel prices did not force operators to 


and to use cars with a good fuel economy. Strict control of fuel consumption 
has not been introduced and there are still not enouch properly operated tune-up 
veorvice stations. 


There are also other relationships between energy prices and transportation. 
Since energy prices are substantially lower than those of the world market, 
there was no urgent need for necessary modernization, e.g., railroad reconstruc- 
tion, even though this has become the order of the day in highly industrialized 
all energy importing countries. The excessive rechanneling of transport to 
public highways also appears to be a less than optimal decision. The trans- 
port of heavy loads is significantly cheaper beyond certain distances, using 

the most expensive form of energy, f.e., electricity. 











A Risky Subject 


Not surprisingly, low domestic energy prices have not influenced the structure 
of private consumption and the growth of consumption toward a rational pattern 
or in accord with our given circumstances. 


Om the basis of data coming from the Ministry of Heavy (ndustry, energy 
consumption of the general population has accelerated. This can be understood 
und explained in terms of the welcome electrification of households coupled 
with the widespread use of electric appliances and machines. One can also 
observe, however, that demand for hydrocarbons and electricity increased even 
in those areas where it is not fully justified. 


For example, in some regions the traditional heating methods would be fully 
adequate, and in fact more economical, than the use of electricity or bottled 
propane-butane gas; this is due to local conditions and the proximity of 
energy sources. The general public used 38 Pct of energy during 1970; of this, 
74 percent was solid fuel, 7 percent oil products, 6 percent pipeline gas, 
> percent propane-butane gas, and 4 percent each of electricity and centralized 
/tavhoenergia/ heating. In 1977, on the other hand, total consumption exceeded 
47 Peal, while the structure of consumption changed: the share of coal was 
reduced to 46 percent, the use of oil products increased to 20 percent, pipe- 
line gas use rose to 1l percent and the use of propane-butane gas reached 
saturation point. Central heating /tavhoenergis/ use increased by 10 percent 
and the consumption of electricity rose by 7 percent. Household consumption 
represents one quarter of the total energy use in the national economy, but 
it absorbs 40 percent of the total cost of energy production because the role 
of base energy sources has declined significantly within household consumption. 
fhus, the general population received approximately 9 billion forints in state 
subsidies during 1977: it is not certain that this represents the most rational 
o’ution, since the increase in the demand for electricity is greater than it 
ould be. Considering the annual rates of increase, the satisfaction of this 
demand will involve increasingly large additional costs to the national economy. 
The ~oneral population does not perceive the weight of this burden and, as a 
result, no energy savings are achieved. 


\s we emphasized above, most of our energy is imported from abroad; since our 
national economy is so sensitive to foreign trade, the value of goods cannot 
separated from international price relationships. Real costs can be 
:'culated and perceived clearly only when imported products are included in 
sur tormulas at their realistic prices. 


9, p 7, Part IT] 


‘at, The article of the previous issue dealt with the role of prices which 

ect real values by discussing the role of past and present domestic energy 

prices andthe gap between domestic and world market prices in the utilization 
of the most valuable energy sources. Today's article continues on the same 


topie oy inquiring into the question of the general effect of prices on clear 
economic judgment . 








The basic truth is that the greater the role of foreign trade is within an 
economy, the greater the importance of world market changes in determining the 
profitability of production. There is no need to demonstrate that this rela- 
tionship cannot be linked mechanically between domestic and world market 
(capitalist market) prices, since this would not serve our continuing progress. 
However, there is a definite need to more closely relate them than at present 
and to insure that domestic prices follow changes in foreign market prices 
much more rapidly and faithfully. If we try to keep a distance between our- 
selves and the demands of the world market, then we cut off the possibility of 
adjusting to them, in spite of the fact that we must sell 50 percent of our 
national income in order to insure uninterrupted production and operation of 
our national economy. 


Correct Directions end Incentives 


The present situation is that our domestic prices (both producer and consumer 
prices) still fail to reflect world market conditions, despite substantial 
changes within the past five years. Due to rapid changes in the world economy, 
our present prices are, in many respects, conflicting with the conditions which 
exist within foreign trade and the world market. They do not serve the struc- 
tural transformation of our exports and imports, and in some cases they have 
definite distorting effects. (it suffices to mention leather and lumber prices, 
in addition to energy prices.) 


Realistic prices represent the yardstick of economic decisions and actions. 
They determine what one shov vr should not do, they define how and when it 
should be done. Management involves consideration of the entire picture and 
making individual decisions which benefit the situation as a whole. 


Good management is impossible without correct prices; therefore, the demard 
for modernization of the price structure has not just arisen. It developed 

at the end of the 1960's and this is when the basic principles were formulated. 
The economic reform, introduced in 1968, formulated the very important require- 
ment of making customers pay the true cost of products, i.e., that our prices 
should more closely reflect real values. In the formulation of the 1966 
resolution of the MSZMP Central Committee: the central function of prices 

is to provide a_correct orientation coupled with incentives for both producers 
and consumers /to make/ their economic decisions, to help in the efficient 

use of our economic resources, to adjust production to demand and to encourage 
technical progress and a balance between supply and demand. 


As we are increasingly becoming part of the international division of labor 

and as the pressure of foreign markets on our economy is becoming increasingly 
strong, we perceive more and more clearly that this central function can be 
carried out only when price relationships no longer reflect autarchic value 
relationships but, instead, approach long term price relationships characterizing 
international markets. Our present prices, however, are still too closely 

bound up with our domestic production costs: we have not made the required 
break with autarchy. As a result, the role of prices as guidelines is not 
strong enough and the relationship between foreign trade prices and domestic 
prices has not sufficiently improved. Since 1973, after the price explosion 








in the world market, the /national/ budget subsidized domestic prices to a 
large extent. It compensated for 30 percent of inflation in 1973, 70 percent 
in 1974, and , as a result, prevented the rapid incorporation of world market 
prices into domestic prices. This especially caused problems because it 
became too cheap to purchase products from abroad (since price increases vere 
covered by the state) and too advantageous to sell goods domestically. 





m However, prices are as important as guidelines and incentives even in planned 
socialist economies: basically, enterprises decide by looking at prices what 
to preduce and how to produce it, what quality and selection to provide. The 
prices also indicate rational choices for raw materials, partners, internal 
and external division of labor in economic activities. Prices also provide 
the factual basis for judgments regarding other factors of indirect regulation 
(investments, credits). The decisions of state authorities in the evaluation 
of enterprises and judgments regarding their activities are also based on price 
information. 


Where Do Financial Bridges Lead? 


A planned socialist economy is capable of preserving a harmonic balance between 
supply and demand through a suitable degree of control and the correct decisions, 
provided that prices express true value relationships and that regulations are 
in harmony with these facts. If prices do not reflect the necessary amount of 
labor or if regulations operate incorrectly, there may be disruptions in the 
division of Labor and distorted prices may encourcge unrealistic production and 
consumption. We saw this, for example, in the case of energy consumption, but 
the role of distorting effects in the process of production and the creation 
{| new value is also worth investigating. For example, if domestic prices do 
net reflect the fact that the price of energy and raw materials rose in the 
world market, then development decision may Le adopted even in cases when they 
and energy, raw material or import intensive production. If there are 
.itienal advantages, then the production of the sector in juestion will be 
ff im time and space and, as a result, will become very expensive. This 
us heppened in our country with many processing enterprises, primarily in 
machine, garment and textile industries. 


¥ read the following in a study by a member of the National Materia] and Price 

itice: “Price change. are necessitated mainly by external market effects which 
mot and should not be avoided. Among these are the rising prices of row 

materiale and, although we do not like to talk about it, the relative reductions 

in te prices of finished products. Our country's processing industry has 

tly fallen way behind the demands which the world market prices are 

del’vering to us. Our industrial goods and expensive and have recently become 

‘leantly more expensive, measured by international standards.” We may 

odd that this relative increase in prices is very unfavorable because it itpacts 

" our market competitiveness, damaging not only individual enterprises but 

ilso the entire national economy. 














This situation is in parc the result of the gap between domestic and international 
prices and in part due to the so-called financial bridges (subsidies and levies). 
fhe system of subsidies and preferences has been especially prominent during 

the last two or three years. Big profits obtained by well-managed enterprises 
were taken away and given to those with a poorer performance, those with losses. 
Subsidies increased to sich an extent that by 1977-78 they had reached 60 per- 
cent of the combined profits of enterprises. Obviouslv, under such conditions 
the income of enterprises does not depend so much on the work they do or the 
prices they charge: what mattered was the amount of subsidies that the enter- 
prise could obtain. This distribution of incomes within the national economy 
weakened the role of prices as incentives and guidelines, slowed down structural 
transformation and the utilization of reserves. Thus, decisions and the behavior 
ot enterprises were not really guided by true processes as much as by bargaining 
tor subsidies. 


This situation was not mitigated by the fact that regulators were modified 
every year and the most important corrections were carried out: production 

and consumer prices were modified in 1975, 1976 and 1978. Even with this in 
mind, the evolution of our price system was slower than required by the Central 
Committee Resclution of 1966 and encouraged by the Central Committee Resolution 
of 20 October 1977. Although material prices went up, it was too easy for 
processing enterprises to transfer increased material costs to their customers; 
as a result, they did not take sufficient measures to develop material saving 
technologies. This is one of the chief reasons behind the serious contradiction 
within our price system represented by the fact that producer prices exceed 
consumer prices by approximately 3 to 4 percent; consequently, in order to 
enable enterprises to function at all, it is necessary to support an extra- 
irdinarily expensive system of state subsidies with unfavorable effects. 


m the Firm Ground ot Reality 


There is no use denying that there are those who do not see anything wrong with 
the present situation of producer and consumer prices. They say that the 
capacities of the state are limitless and it can intervene with subsidies and 
levies whenever and wherever it chooses to. In practice, however, the situation 
is not so simple; in fact, interventions cannot be independent of long range 
market conditions if high losses are to be avoided. It is not possible to 
control every detail of the economy by administrative means. It is impossible 
to centrally organize the production and consumpt'!on of millions of products 
supply and demand). Beyond planning directives and administrative decisions, 
iuthorities must use other tools which are capable of regulating processes down 
to the level of the finest details: this is the area where a market, operating 
within the framework of a planned socialist economy, has an important role to 
slay. In cases where market conditions do influence the evolution of prices, 
rroduction and consumer prices develop in harmony. Interests related to the 
rmal bolance of the state budget demand that this harmony be established with 
1 | itive two-tier producer and consumer price system, i.e., producer and 
msumer prices should be separated by a sales tax bracket. 














There are other arguments in favor of a two-tier system: these are once again 
upplied by the international marketplace. Our partners (including CEMA and 
highly developed capitalist countries and also, aside from a few exceptions, 
the developing countries) are operating under a two-tier price system. Ina 
two-tier price system, the state collects the overwhelming majority of taxes 
not by making production costs higher, but by imposing them in the final 

phase of tinished goods. From the standpoint of the consumer this makes no 
ditterence, but the management of producers becomes more flexible. 


All logical arguments support the assertion that our foreign trade would be 
better suited to adapt to market conditions if our price system would move in 
this direction. 
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[Article by Antoni Karas, undersecretary of state in the Ministry of Foreign 
Trade and Maritime Economy: “The Third World--An Important Direction for 
Cooperation (Part II)"; For Part I see JPRS 73373, 4 May 79, pp 98-108] 


[Text] Trade Agreement Ties with Developing Countries 


The economic relations of Poland with developing countries are shaped on 

the basis of the principles of equality, mutual benefits and non-interference 
in internal affairs, with the application by the Polish side of the trade 
policy instruments specific to our socio-political system. Among these 
belong the following in particular: 


--aid implemented by means of trade; 


--systematic expansion of imports from developing ountries and their 
diversification; 


-~industrial cooperation and development of mixed capital companies; 
--cooperation in the field of science and technology, technology transfer; 
--training of specialists from these countries in Poland; 

--deiegation of Polist specialists for work in developing countries. 


The activity in the field of trade agreements has the aim of creating the 
formal-legal bases to stimulate a further development of trade exchange 
and economic cooperation in directions which are equally in harmony with 
the economic interests of Poland and those of the developing countries. 
The agreements deiine the scope of the Polish participation in the imple- 
mentation of the development plans of these countries. In accordance with 
the terms of the majority of the agreements in force, mixed comnissions 
and committees have been appointed which, acting under the chairmanship 

of the representativ of both governments, watch over the correct 








implementation uf the agreements and determine the selection of fields, 
directions and torms of cooperation in keeping with the economic needs of 
the national economies of the partners. 


in order to create economic links with the developing countries adapted to 
the needs and conditions for a continuous development of trade and economic 
ooperction, more specific understandings are being concluded in addition 
to the trade and economic cooperation agreements which establish the 
general framework principles, such as, e.g., multi-year commodity under- 
standings on the mutual deliveries of goods indispensable for the national 
economies of both sides, understandings on cooperation in specific economic 
fields, and agreements on scientific and technical cooperation. 


We maintain trade relations with almost all developing countries and we 

have signed trade agreements with 51 countries. Within the framework of 
improving the legal instruments and organizational forms of cooperation with 
developing countries, Poland concluded a number of convertible-currency 
trade agreements in 1973-1975 in accordance with the preferences of these 
countries. Out of the 108 developing countries with which we maintain 

trade relations, we use settlements on a clearing basis with only 7 states 
(Brazil, Equador, India, Iran, Colombia, Lebanon and Nepal). 


Multi-Year Economic Cooperation Agreements 


Je have concluded economic cooperation agreements with 18 developing 

suntries. These are the following countries: Argentina, Bolivia, Peru, 
\igeria, Angola, Egypt, Libya, Morocco, Nigeria, Senegal, Afghanistan, 
iraq, Iran, Kuweit, Syria, India, Indonesia, Malaysia. 


The above agreements enable the developing countries to implement planned 
ng-term development projections. In many cases the implementation of 
che agreement terms are subject to the supervision of special bilateral 
mixed commissions. Such mixed commissions have been established for the 
operation with 14 countries: Algeria, Argentina, Angola, Brazil, Egypt, 
iqvador, India, Iraq, Iran, Colombia, Libya, Morocco, Mexico, Nigeria. 
ihe mixed commissicus initiate cooperation in fields which int2rest both 
sides. The mixed commissions play a special role in the undertaking of 
industrial coopersticn by the interested parties. 


“.lti-Year Understandings on Mutual Deliveries of Important Commodities 


h agreements have been concluded with Brazil, Egypt and India. They 
icern such fields as: coal mining, metallurgical industry, machine- 
zinee.ing industry, textile industry, chemical industry, agricultural 
ducts and food industry, and fisheries. By this means we seek to 
rease Poland's share in the implementation of long-term economic develop- 
nent programs in developing countries. 











sclentitic and Technical Cooperation Agreements 


At the present time we have concluded 42 agreements with developing countries. 
Based on these agreements, Poland conducts a broad operation of training of 
national cadres trom developing countries in secondary vocational schools, 
higher educational institutions and doctoral studies. In 1977, 1088 
individuals from developing countries were being educated in higher schools 

in Poland, of whom 905 were students and 183 doctoral candidates. At the 
same time 120 persons from developing countries were studying in secondary 
vocational schools. 


Broad sense industrial cooperation is beginning to play an ever greater role 
in our economic relations with the countries of the Third World, as are trade 
flows especially in the group of investment goods which constitute its 
outgrowth. In this situation the working contacts of our production plants 
with foreign customers will systematically increase. In the case of 
deliveries to developing countries these contacts are of special importance 
in view of the specific needs o1 these markets. Everywhere the direct 
contact between the representative of Polish industry and the foreign 
investor is indispensable. Skilled technical cadres, appropriately trained 
with a command of foreign languages will be ever more frequently indispensable 
for the attainment of export tasks, from the initial choice of an appropriate 
technology to the adaptation of machinery to tropical climates, from the 
preparation of the initial technical-economic report on a given installa- 
tion to the handing it over to the consumer in full operations. 


Table 1. Poland's Trade Turnover with Developing Countries in 1960-1977 
(in million foreign exchange zlotys, FOB) 
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Key: 1. Year 
2. Combined turnover 
d. Exports 
4, Imports 
5 Value 
6. Share in }oland's turnover 
7. Share in Poland's exports 
8. Share in Poland's imports 
9. Source: "1976 Foreign Trade Statistical Yearbook" 





Changes in the structure of Polish Trade with Developing Countries 


ln the initial period of the development of trade relations, the exchange 
was limited to a small number of goods: In our exports to a specific group 
of machines, chemicals, textiles, and to a certain number of agricultural 
and food articles, and in our imports to several of the most important 

raw materials, mainly cotton, jute, rubber, iron ore, raw hides and con- 
centrated feed. 


[his situation has changed rapidly. The development of industrial production 
has permitted us to sigenificantlv expand our export offerings by additional 
investment goods, among which complete industrial installations have begun 
to play a significant role. We have delivered more than 200 installations, 
to developing countries, at the same time expanding significantly the 
assortment and value of the sales of individual machines and pieces of 
equipment. At the present time electrical machinery indus*.y products 
constitute more than 50 percent of the value of all our exports to these 
countries. The export of chemical products has also increased significantly, 
mong which nitrogenous fertilizers, sulphur, soda and dyes play an 
important role. <A large role continues to be played in our export by 
industrial consumer articles, and among them mainly by textile industry 
products, though as a result of the growth of output of the developing 
intries the export of these goods has declined gradually in the last years. 


ir imports from developing countries have been undergoing an evolution 
imilar to that of exports. It is true that raw materials continue to 
me a dominating position in our imports, and among them materials of 
such importance for the national economy as cotton, phosphorites, rubber, 
concentraded teeds, raw hides, and ferrous and nonferrous metal ores, but 
it the same time we buy in the developing countries on an ever expanding 
ope semi-finished and finished goods, especially to supply the domestic 


asumer! market, and also--though still to a relatively small degree-- 
tro-machinery industry products. The last years in particular have 

vy‘ ught a significant diversification in our imports. In this we have 
heen cecting the demands of the developing countries which are striving 


expand the share of finished goods in their exports in place of raw 
naterials. 


hare of CEMA Countries in the Foreign Trade of the Third World, 
by Regions (in percent) 
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Key 1. Exports 
2. Developing countries, total 
3. OPEC 
5. Latin America 
5. Africa 
6. Near East 
7. South and South-East Asia 
8. Imports 
9. Source: Calculations based on UNCTAD, “Handbook of International 


Trade and Development, 1976" 
Poland’s Industrial Cooperation with Developing Countries 


To an ever wider degree we are entering into cooperative ties between 

Polish industrial enterprises and industrial firms of developing countries 
which are interested in this form of cooperation to develop their productive 
base. A certain number of developing countries already have a production 
potential permitting them to undertake the production of certain parts or 
assemblies for machinery and equipment on the basis of technological docu- 
mentation and know-how supplied by the Polish side or under Polish technical 
supervision. This form of cooperation is in its initial stage of development, 
but we can already assert that soon it will constitute an important link 
promoting the development of economic relations. 


Hitherto the forms of industrial cooperation have been developed, among 
others, with the following countries: 


--Algeria, in the field of ship-building (fishing boats); 


--Egypt, in the fields of passenger cars, delivery trucks °nd television 
set assemblies and production of excavators; 


-~-Brazii, in the field of coal scrubbing machines; 
--Colombia, Thailand and Indonesia, in the field of passenger cars; 
--India, in the field of tractors. 


In all these and other cases the gradual replacement of parts and subassem lies 
supplied by Poland with elements produced by local industry is envisaged, 

up to the attainment of the stage of full production cycles based on parts 

and subassemblies produced in the developing countries. 


The Polish offerings for developing countries also include the comprehensive 
development of raw material resources, beginning with geological explora- 
tions and technical-economic reports, through the construction of complete 
processing installations, the training of a work force and the building of 
in infrastructure, to the longterm import by Poland from the partner 

country of the raw materials, semi-finished or final products thus obtained. 








To give some ec:amples: The construction of a spinning mill (in Iran) in 
connection with purchases of yarn, the construction of a tannery in 
connection with the purchase of tanned hides, or the construction of an 
installation for the production of phosphorates in connection with the 
import of phosphoric acid or fertilizers. 


As a country of medium level development, Poland has a special potential 
for developing commodity exchanges and economic cooperation with developing 
countries. This stems from the fact that our technological develop:-.ent 
level is in many cases easier to master for these countries, for reasons 
relating to the professional qualifications of their technical cadres. 


Another important element which may have to be taken into account already 
in the near future is the possible transfer of industries from the 
economically developed countries to developing countries, with the aim 

of bringing production close to the raw material sources and locating the 
simpler production processes in regions not in possession of a highly 
qualified production processes in regions not in possession of a highly 
qualified labor force. A classical example of this is the transfer of 
textile industry to the locations of cotton production. This concept will 
still require many consultations, and the long-run “tuning down" of certain 
“actors of the economy dictates the need for interdepartmental coordination. 
it is not subject to any doubt, however, that already in the near future 
this will become a strong world economic trend. 


the export of complete industrial installations and techimlogical series 
me factor of assistance to the garnering of orders and to a profitable 
ind efficient execution may be trilateral coo;eration, the inclusion of 
a third partner from a socialist or a capitalist country. This permits an 
optimal division of labor which takes into account the specialization of 
the individual contractors and as a rule raises the profitability of the 
transaction. In many cases this form of cooperation opens new markets 
for the Polish partner and makes it easier for him to score in the bidding. 
nis type of operation must be more frequently utilized in the markets. 


this form of cooperation, which expands our possibilities as a supplier by 
linking the technology and production potential of a [Polish] executor 
vith a partner from a socialist or capitalist country, yields us still 
inother benefit in that it permits us to present our technology and confront 
r solutions with the technology of the best-renowned firms in the world. 
appearing at the same time and jointly with well-known suppliers of 
‘sta,lations we raise our own prestige as executors [of investment proj- 
ts} and achieve a broader entry into the market as suppliers. We also 
have the possibility of making certain observations and of meeting with 
olutions which are more rational than ours--in other words, to learn 
mething new in order to apply the experience gained to the best advantage 
home and in later deliveries abroad. 








Export of Knowledge and Technical Services 


Industrial cooperation is to a significant degree linked with the export of 
services and of technological knowledge. This is a type of export which 

is extraordinarily important from the point of view of both economic and of 
political benefits. In providing services to the developing countries 

we help them to overcome the difficulties with which they are confronted for 
lack of own qualified cadres in various occupations. This is also one of 

the torms of concrete aid which we provide for the benefit of these countries 
by means of the advantageous employment conditions and the high professional 
level of our specialists. At the present, the dimensions of this activity 
are still too small relative to the potential which we have at our disposal. 


In the area of services, especially of technical services, it is likewise 
“ocessary to stress more greatly the systematic preparation of foreign 
.ommissions by our domestic industrial design agencies and the sale of 
functional servicing of industrial and infrastructural installations. 

These are forms of activity ever more frequently adopted by Western exporters 
of technology, and nothing prevents us from also adopting then. 


Prospects for the Development of Economic Cooperation with Developing 
Countries 


In our evaluation the present state of economic cooperation does not 
exhaust the existing possibilities. For this reason we believe that the 
measures taken to bring the partners closer t sether and to bring about a 
better mutual recognition of the conditions for the development of trade 
and industrial cooperation should contribute positive results. 


Prospects for the development of economic relations with developing 
countries exist especially in the following fields: 


(a) in the mining and energy complex, comprising geological explora- 
tions, planning and construction of mines and coal processing plants, 
construction of gas and petroleum pipelines and of reservoirs, and 

construction of electricity generating plants and transmission lines; 


(b) in the chemical [industry] complex, comprising among others the 
construction of phosphate plants and plants for the production of 
soda, dyes, and crop protection chemicals; 


(c) in the construction complex, incl ding as components project 
preparation and execution in reside! isi constriec ion, municipal, 
road and bridge construction, construction of ship yards, ocean and 
river ports, designing and construction of building materials 
factories, including cement plants, glass factories and prefabricated 
house factories; 


(d) in the agricultural and food complex, comprising the construction 
of such objects as sugar mills, alcohol distilleries, cold storage 
installations, slaughter houses, oil pressing mills and others. 





independently trom the above possibilities exist for supplying machinery 
nd equipment to the developing countries, and also for developing 


| 
industrial cooperation, in the following areas: Production of 
ind road machinery, of 


nmeANS 


construction 
tractors and combines, of railroad rolling stock, 


f road transport and ships, of metal and wood processing machinery, 
ind of other specialized machinery and equipment. 


New Organizational Forms of Market Cooperation 
\ new torm of cooperation which is beneficial for Poland as well as for 
the developing countries is represented by partnerships in the ftields of 
services, consultation and production and production-trade acti! ies, 
organized on the territory of our partners. Cooperation of this type not 
miv assures delivery of the necessary machinery and equipment with 
zeous conditions, but also gives our partners a guarantee--through 

upital engagement--for the requisite level of utilization of the 
production capacities and the retraining of the local personnel. At the 
ame time it ensures a co-responsibility for the profitability of produc- 
tion. Furthermore, the organization o: partnership or corporation in a 
sector of interest to both sides can ensure a better supply to the local 
market as well as a flow of the commodities produced by the corporation to 

ad, by means of which the investment equipment supplied by Poland can 


maVant 


it 


land participates in 22 mixed corporations in such developing countries 


is Nigeria, Singapore, Brazil, Venezuela, Lebanon, Ghana, Kenya, 


Indonesia, 
eru, Tunisia, Sri Lanka and Pakistan. 


Jithin the framework of production partnerships a plant for the production 


rn was constructed in Iran, a plant fcr the production of dyes 
ndonesia, a pharmaceuticals plant in Nigeria, plants for the production 
(agricultural implements, construction fittings, padlocks) in 
1 and Kenya. Our plans in relation to this form of cooperation 
visage the further development of production in developing countries 
surchase of the goods produced therein fields of interest to both sides. 


M 
ts 


cteristics of Trade with Developing Countries 


» of developing countries in Polish trade turnover [exports plus 
oorts| for the five-year period 1971-1975 came to approximately 7 percent. 
growth of these trade flows was very high--more than 20 percent 
liv on the average. It needs to be stressed that Polish exports of 
‘ment goods to developing countries attained a still higher average 
grow. indicator, growing by almost 25 percent. 


e ensuing years brought 
untri< in 
1976, The 


pecially in export 


further growth in the trade of Poland with these 
1977 trade turnover increased by 15.5 percent in comparison 
results of trade with the developing countries in 1977, and 
which increased by 14 percent in relation to 19/6, 
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are indubitably an achievement in view of the fact that in the last years 
a number of developing countries have introduced downward revisions in 
their economic development programs, and also import restrictions, which 
were dictated by their difficult economic situation. The results achieved 
by Poland testify to the fact that our export offerings meet ever better 
the requirements of developing countries for goods which are important 

for their national economies. 


The imports from developing countries realized in 1977 increased by almost 
18 percent in comparison with 1976. We implemented purchases in these 
countries of cuch commodities as crude oil, cotton, textile raw materials, 
phosphorites, concentrated feed, coffee, tea, cocoa beans, tropical fruits, 
and many others. 


The highest turnover in 1977 was attained in trade with the following 
countries: in Latin America, with Brazil and Colombia; in Africa, with 
Libya, Morocco, Algeria and Egypt; in Asia, with India, Iran, Irag and 
Turkey. 


The projected programs prepared recently for the development of economic 
relations with developing countries are based not only on the requirements 
and possibilities of our economy, but also take into account on a broad 
scale the changes in the production structure of our partners, for we 
understand that the condition for continued success of our activities is 
the introduction of a cooperation model in the relations with developing 
countries based on a developing--and not a static--complementary of 
economic potentials. 


fo ortent ourselves to this requirement we must already now undertake the 
indispensable steps to shape the structure of our economy we competently 
predict and consistently take into account the future import requirements 
and export interests of these countries. 


it is entirely understandable that in our exports to developing countries, 
besides certain raw materials, agricultural sad food products and durable 
consumer goods, we turn above all to complece industrial installations 

and other investment goods. 


To broadly evaluate these intentions it must be taken into account that 
they coincide in Poland with a period of a certain reduction domestic 
processing capacities in many fields of project designing activity and 
investment, a fact which can have a stimulating effect (and there are 
already initial signs of this) on the development of the export of complete 
installations, te-anological lines and facilities and the like to developing 
countries, including alse indispensable infrastructural and technical 
services. It seems that this tendency will parallel the acceleration of 
the industrialization processes in the developing countries, in particular 
in the ofl jproducing] countries, wiich involves a further increase in 
import requirements for investrent goods. Hence the requirement that a 
large share of these Polish export goods to developing countries should 
also te consistent wich the internal and the external premises for the 








also be consistent with the internal and the external prenis:« (ur the 
levelopment of Polish machinery industry. An increased concentration of 
investment exporis to Third World markets it the more justified because 
export prospects to the industrialized countries are not favorable as a 
result of the prolonged recessionary phenomena in these countries and 
the sharpening of protectionisa. 


\s far as the structure of our imports is concerned, the main position 

there will be held--as at present--by raw materials and other production 
materials, tropical food articles and fodder. Nonetheless, as already 

noted, we intend to curtail the production of those articles which developing 
countries can produce with their own raw materials in step with the growth 

of the processing potential of our developing country partners. In con- 
sequence, the imported share of semifinished and finished goods from 
developing countries will show a trend of steady growth. 





The achievement of the desired share of developing countries in our foreign 
trade and the programmer increase in reciprocal trade flows implies that 
their rate of growth must be higher than that assumed for the whole of 

our foreign trade flows. For the sake of implementing the projections 

of the program it will be necessary to have at our disposal a comprehensive 
offering in selected fields preferred by developing countries, and to 
flexibly apply all the forms and methods of work mentioned above to 
particular and often specific markets. 


The growth of trade exchanges with developing countries ought to go hand in 
hand with an intensive development of economic and scientific-technical 
cooperation. In these fields we also have quite a lot to say. We can 
otter to our partners: 


--industrial cooperation + sed on the principle of dividing production 
processes among cooperating sectors; 


--eld from Polish science and technology in solving the problems of 
nomic growth; 


‘raining of national cadres, especially of technical and economic cadres 
leveloping countries. 


e development of Polish economic relations with developing countries 
ated in this manner should equaliy serve to realize Poland's socio- 
mic development program and increasing the economic potential and the 

rengthening the economic independence of the developing countries. 











POLAND 


SUPPLY IMBALANCES IN 1978, CHANGES FOR 1979 DISCUSSED 
Warsaw GOSPODARKA MATERIALOWA in Polish 1-15 Jan 79 pp 1-4 


[Article by Tadeusz Wojciechowski: "Some Directicns of Improvement in the 
Work of the Producer Goods Trade Units in 1978"} 


[Text] Disruptions in the materials supply process in 1978 were greater 
than in the preceding years, owing mainly to import constraints, difficul- 
ties in meeting requirements in the field of electrical energy, and in part 
to the continuing complications resulting from the change effected in the 
structure of production. These disruptions brought about a relatively 
lower degree of realization of interenterprise contracts for the delivery 
of supply articles in comparison with the preceding periods and intensified 
the process of inventory stock reduction in the supply trade establishments 
which constitute the key link in the supply system. 


The implementation of contracts in connection with the realization of the 
delivery plans for basic supply articles in the course of the first 6 months 
of 1978 is shown in Table l. 


Table 1. Implementation of Materials Deliveries in the First Half of 1978 








(1) | Pe 1978 Fr. | 
| 





Wyszcregdlnienie miary Ore  wWykenesie | % wykona- 


plan do- ha plana | 
etaw cl een (Dy dt | 


(6) Wyroby welcowane ze { l 3) : 
stall kl. 1-0 tys. ton 12844,0 6040,2 — 47,1 





























(7) Kable elektiocnereetyeane (14) | 
Jt tylam: miedzianymi km $875 1489 $8.4 
¥ Poletsion (syn 11053? 57200 re 
} Potichitorek winyta ny wes722 | (71538 $4.9 | 
’ Cement tys ton 14642.0 6503.8 | 4a4 | 
‘ Papier tys, toa 1256.8 684.7 | 46,5 
} Tektura tys. toa | $020 | 139,0 46,0 | 
, Yro Mo: ,,.Zaopatrzenie materislowe I-I' kw. 1978 r." — GUS (16) I 
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1. Specification 9. Polyvinyl chloride 
2. Units of measurement 10. Cement 
3. Annual delivery plan ll. Paper 
4. Fulfillment, first 6 months 12. Cardboard 
5. Percentage fulfillment of 13. Thousand tons 
annual plan 14. Kilomete’s 
6. Rolled steel products, 15. Tons 
classes 1-9 16. Source: Central] Office of 
7. Electrical cable with Statistics, “Materials Sup- 
copper cores plies in the First and Second 
8. Polyethylene Quarters, 1978" 


Inventories in supply trade showed a falling tendency as early as 1977. 
This fall continued in the course of the first 6 months of 1978, but dif- 
fered between individual sectors and trade units. 


This is illustrated in Table 2. 


A similar trend appeared in the second half of 1978. The lack of complete 
data permits only the statement that during the first 8 months of last 
year commodity inventories in supply trade declined 4 percent. 


As a result of these disturbances, we enter 1979 with a supply situation 
which in general is not the best, in spite of the fact that the materials 
inventories in the hands of users did not decline in the first 8 months 
of 1978 but, on the contrary, increased 7.6 percent in comparison to the 
1 January 1978 level in industry (without the Ministry for Food Industry 
and Purchases) and 4.3 percent in construction. This increase can be con- 
sidered sufficient, and even startlingly high in view of the simultaneous 
fall of the inventories in supply trade which was noted above, but it 
should be noted that it is far lower than occurred in recent years (e.g., 
in 1976 materials stocks in industry (without food industry) rose 8.5 
percent and in construction, 11.6 pei zent). 


Import curtailments, in particular with respect to the second [convertible 
currency] payments area, will be in evidence in 1979 with at least the 
same force as they were in 1978. Also, shifts in the structure of produc- 
tion linked to the reduction in the investment rate will have a definite 
impact on the functioning of the supply system. A particularly difficult 
tesk will be the continuous adjustment of the structure of production of 
supply articles to the actual requirements of the country, which are wnder- 
ing a pronounced change both as a result of investment and import cur- 
tailments and owing to the activization of exports and of deliveries of 
so-called market goods. Hence we can assume in advance, evaluating the 
matter realistically, that 1979 will be a difficult year for the supply 
services, that the maintenance of continuity in the work of enterprises 
will require intensive and well-organized work from the staff of these 
services as well as better operative relationships with suppliers. Obvi- 
ously this will also be a difficult year for the apparatus of the supply 
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trade, for the workers of the sales units and of wholesale trade, for all 
those who determine the efficiency of supply flows, the efficiency of the 
transfer of materials from the locality of their production to the locality 
of their consumption. 


Quality of Work of Units of Producer Goods Trade Must Be Improved 


In this situation the manner of work of units of the materials trade as- 
sumes decisive significance--precision in the realization of assigned tasks 
and the forms and methods of cooperation of these units with both suppliers 
and purchasers. In this context it should be noted that the experience of 
1978 indicates that the materials trade units in general fulfilled the 
sales plans in spite of the low level of stocks--at least that is what the 
implementation reports for these plans for the first 6 months of 1978 show. 





Table 3. Implementation of the Sales Plans of Some Producer Goods Trade 
Units in the Period 1 January 1978 to 30 June 1978 (in million 
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Jednostki obrotu érodkami | Plan roczny ae phy toon 

rodukcji rzedazy ' , 

(1) ’ , (2y° meee (13) J pélr. (4 ocznego | 
(5) 78 .,Centrostal” 25 534 13 098 51,3 
4 CHSR’Agroma” (6) 93 400 46928 50.2 
(7) caw Metatebyt” 9 670 5175 53.5 
CHPCH ..Chemia” (8 21 040 9 912 47.1 
(9) cumrn JCentrotiud™ 53 000 27 320 51,5 
Ceutrala Te ind 2na (10) 17 000 8 857 52.1 
(11) CHAME ,,Elmet” 25 700 13 403 62,1 

(12) Arédio; wa sprawozdat dytyczacych podstawowych wekafnikéw obrotu za- 
Opatrzeniowego — OZ-1 











Producer goods trade units 

Annual sales plan 

Sales fulfillment in the first half of 1978 

Percentage fulfillment of the annual plan 

Steel Sales Center CENTROSTAL 

Agricultural Equipment Trade Center AGROMA 

Metal Product Sales Center METALZBYT 

Chemical Industry Trade Center CHEMIA 

Construction Industry Materials Supply Center CENTROBUD 
10. Technical Center 

ll. Metal and Electrotechnical Articles Trade Center ELMET 
12. Source: Based on reports relating to the basic plan indicators 
for supply trade--[forms] 0Z-1 
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The implementation of sales presented at this level of synthesis obviously 
does not reflect the complexity of the problem. The main shortcoming is 
the execution of orders and contracts in a different [commodity] assortment 
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than that which was established and, to be sure, the appearance of ever- 
stronger tendencies to sell more expensive articles or articles in greater 
lots in order to achieve a higher value of sales turnover. In extreme 
cases one can also say that a unit of [materials] trade sells everything 
it can sell, if it can only obtain the given good, without taking much ac- 
count of the real needs of customers and of the fact that an important 
percentage of the orders received has no chance of being executed. None- 
theless, the fulfillment of the sales plan in 1978 with lower inventory 
stocks than in earlier periods also points to an increase in the level of 
activity of the materials trade units and an accelerated rotation of stocks 
even in that year. 


I believe that for the sake of achieving a maximally efficient operation 
of the producer-goods trade sphere in 1979 it is necessary to concentrate 
on the following issues: 


--closer analysis of the demand of purchasers and an analysis of the changes 
occurring in this demand, where the observation of the trend of these 
changes should be a permanent task for the management of individual trade 
units; 


--more precise establishment of balances for the articles distributed (if 
need be, a “competitive” balancing where the material is distributed by 
several centers) and [a procedure for] signaling the perceived differences 
between supply and demand at an appropriately earlier time so that the eco- 
nomic authorities can take the necessary decisions; 


--increased solidity in the relations between suppliers and purchasers, and 
by the same token, higher responsibility of the [materials] trade units for 
all obligations which they have assumed in relation to their customers; 


--organization of the work of trade units disposing of wholesale and retail 
trade establishments such that their current operations can, without dis- 
ruptions, be conducted with a lower level of inventories than in recent 
years. 


Let us dwell more closely on these four groups of tasks which in my convic- 
tion must constitute the basis for the functioning of the materials trade 
units in the difficult period of disturbances of the partial equilibrium in 
the producer-goods market. 


Objective Evaluation of Customers’ Needs--A Basic Obligation 


We have been talking for many years about the necessity of a continuous 
analysis of demand by materials trade units, and over this period we have 
seen a substantial textbook output in this sphere. Today it is difficult 
to claim that a sales or materials trade unit did not have the possibility 
of acquainting itself with modern methods for the conduct of demand analysis 
or even that it does not have at its disposal at least several people who 














have an appropriate training in this area.* In spite of this, however, 
practice recurrently shows striking examples of actions of [materials] 
trade units resulting in commodity flows between suppliers and local out- 
posts of these units which are not based on a proper demand analysis and 
frequently are the outcome of altogether offhand and unanalyzed decisions. 
Basically the situation is such that in reaction to a request by the 
authorities for a presentation of data on the magnitude of demand in the 
next period based on an analysis by the unit, this unit either is alto- 
gether baffled or else takes as point of departure the sum of all orders 
submitted for the given period, suggesting at the same time that the quan- 
tity of aggregated orders is decidedly higher than the mass of goods which 
it has at its disposal, in the face of which the deficit arising at the 
given moment will be maintained in the next period in analogous proportions. 
Too rarely is it taken into account that the customers’ orders--in keeping 
with the rules of "deficit psychosis"--are substantially and at times 
greatly exaggerated in comparison to objective requirements. In the 
relations with the most closely cooperating units I have encountered situa- 
tions in which quantities were submitted as the objective requirements of 
the country, ostensibly based on research investigations, which were 10- 
times larger than the actual supplies in the last years, in spite of the 
fact that the national economy had achieved its tasks, even if with indis- 
putable hardships, with these indeed quite low deliveries. 


Some [materials] trade units, forced to do this either by the situation or 
by orders from the authorities, turn for the execution of demand analyses 
to scientific research institutions. The research investigations performed 
by these establishments are obviously on the whole better than the investi- 
gations of the trade units themselves, but they in turn have the drawback 
that the workers of the scientific research units are not as well acquainted 
with the given sector as the workers of the trade unit. Hence even in exe- 
cuting correct comparisons and analyses of trends in sales and in demand 

up to the present they at times make errors resulting from the fact of in- 
sufficient knowledge of the sector. However, even with that reservation 
this solution obviously is the objectively correct one under the existing 
carcumstances. 


i am inclined to accept the thesis, uncomplimentary as it is for these 
circles, that the basic cause for the low quality of our demand analyses 
in the materials trade units is simply the lack of appreciation of this 
problem by the management of the units. I sometimes have the impression 
that these management cadres are quite happy with stating the equilibrium 
ituation of the producer goods market in the sector under their jurisdic- 
ion in extraordinarily black colors. Obviously the "results" of a defi- 
tent demand analysis based mainly on summing up the quantities of deli- 
veries under order permit the maintenance of such an atmosphere. After 
ill, the staff of the [materials] trade units and especially the management 
of the commercial departments feels better, for so-to-speak psychological 
reasons, and has a better stand in the negotiations with customers under 
conditions in which it can operate in the discussions with the sum of orders 
received, ultimately a demonstrable magnitude, and its own slender (in 
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relation to this number) capacities for implementing then. 


I am far from 


linking this matter to the phenomena of protectionism in the materials 


trade sphere which have appeared here 


and there, but it is necessary to 


state expressly that such an atmosphere can provoke tendencies toward in- 
correct habits in the relationship between the staff of [materials] trade 
units and the staff of supply departments in industrial and construction 


enterprises. 


In 1979, this less than optimal tradition must undergo a change. 


We must 


seek to have qualified personnel in each [materials] trade unit prepare a 
demand analysis for the producer goods which it distributes and thereafter 
revise it on a current basis, an analysis which both can be presented ex- 
ternally in the relations between suppliers and balancing units and can be 


utilized for the planned operations of the unit itself. 


What is required 


here is not only a critical approach to the requirements submitted but also 
a thorough acquaintance with the customers’ problems, their production 


profiles and the changes occurring in 


then. 


The second of the principles of operation mentioned above concerns the 
setting up of materials balances by the [materials] trade units themselves 
which must be better than hitherto, at times outstanding, and in any case 
much more solid, regardless of whether the balance is formally adminis- 


tered by someone else or not. 


This obviously has connections with the 


analysis of demand, but beyond that it requires a broader orientation by 
the unit, one that does not only consider the sector itself to which the 


unit distributes a given group of materials. 


Here the situation will be 


different for sales offices, on the one hand, which as a rule dispose of 
all the information material and in principle also formally administer the 
balances of given articles in the name of the producers’ organization, and, 
on the other hand, for wholesale trade units which distribute only some 


of these articles. 


However, I believe that in the difficult conditions of 


equilibrium disturbances each trade unit should and can prepare a balance 
which provides an orientation with respect to the national supply situa- 


tion for the given article in its entirety. 


On this basis, it can define 


accurately its own share in this suppiy and can signal the abnormalities 


noted in its own sector. 


It is necessary, moreover, to break with the 


erroneous notion that balancing is a function exclusively of the unit which 


has been charged with the preparation 
tions and mainly by the directives of 


of a given balance by formai instruc- 
the chairman of the Planning Commis- 


sion containing the instructions for the preparation of the national eco- 


nomic plans. It is inconceivable for 


the long run if a trade unit (pur- 


chaser) which distributes a certain type of materials, even if its share 


of the national supply is only in the 
orient itself to the supply situation 
This may perhaps not be the best spot 
in the capitalist economy no merchant 
does not have a full orientation with 
Situation for a given article, and an 
to the current state of supply in the 


range of 20 to 30 percent, does not 
of the given article in its entirety. 
for bringing in such examples, but 
would survive in the market if he 
respect to the supply and demand 
orientation not onlv with respect 
hands of the competition but also 








with respect to the intentions of this competition at least for the nearest 
future. This is a significant component of market research. Obviously in 
our conditions the necessity for the balancing of a given sector or of the 
entire commodity mass available for distribution by each trade unit stems 
from other premises, but we cannot accept the notion that the [materials] 
trade unit is an “automaton” executing segments of balances made up by some- 
one else, that it is caught unawares by disturbances in the implementation 
of these balances. 





Perhaps the formulation which I apply here is too sharp. However, in the 
present situation it is most certainly necessary to work up methods for a 
more active regulation of the producer goods market by the trade units 
themselves who after all constitute the basic cells of this market. 


Commercial Solidity an Indispensable Condition for Trade Improvement 


Solidity in the implementation of tasks and solidity in the signing of con- 
tracts by the materials trade units with their customers has often aroused 
many reservations. It is possible to adduce dozens of examples testifying 
to a lack of such solidity--and the Arbitration Commission indeed does this 
in analyzing the most interesting cases from the successive periods of its 
activity. Under conditions of equilibrium disturbances it is exceedingly 
important that this solidity should improve, that confidence in the [mate- 
rials] trade units should at least partially mitigate the objective diffi- 
culties. The preparation of changes in the General Conditions of Supply 
and Sales Agreements will also stress this issue, among others by a some- 
what different system of conventional penalties. What is most necessary, 
however, is a change in the atmosphere which prevails in some trade units 
with respect to this issue--an atmosphere which unfortunately amounts to a 
neglect of at least some smaller or, from the point of view of the trade 
init, less important customers. The good reputation of a trade unit is 
shaped above all by its solidity. It is better to state expressly at an 
early point, at the time of the submission of an order, that there is no 
possibility of fully executing it than not to observe the delivery dead- 
lines and not to deliver the materials in the contracted quantity in the 
ourse of the implementation of the order. For the customer it is better 
to have certainty that he will not obtain the materials from a given unit, 
if he knows about this sufficiently early and can take countermeasures, 
than to be assured that he will obtain the materials and then to be faced 
the fact of nondelivery. 


pecially in conditions of equilisrium disturbances it is necessary to 

velop various forms of contracts of the type which we call "guaranteed 
upply contracts." The argument raised by some employees of trade units 
that this constitutes a type of protected treatment of the customers with 
whom such contracts are concluded while the supply uncertainties of others 
are thereby increased is not a valid argument. If the quantity of goods 
is insufficient and the trade unit will in any case not be in the position 
to supply everyone, then guaranteed supply contracts should be concluded 








with customers who really must be supplied, and this will simply constitute 
an earlier articulation of a selection which will in any case have to be 
made. An earlier selection of the units which will receive this supply 

is of unusual importance both for them and for the [materials trade] unit, 
for it raises the security of supply and strengthens the atmosphere of 
reliability among the partners in commodity trade. This has special sig- 
nificance for the “satisfaction” of the market in cases where it is an 
issue of supply guarantees to wany small-volume customers purchasing the 
given material sporadically for purposes linked to maintaining the opera- 
tion of plants (overhauling, accidents, etc). The quantity of goods re- 
served for them is not large, while the number of issues solved curtails 
interventions and misunderstandings connected with delivery uncertainties 
in a very pronounced manner. 


In considering the issue of reliability in the relations between suppliers, 
[materials] trade units and customers, I should like to draw attention to 
still another issue. 


For some time now, I have been observing with disquiet the increase in 
bureaucracy accompanying these relations, with a simultaneous decline in 
the habit of continuous and direct contacts and of explanatory and con- 
ciliatory conversations between the staff members of these units. It is 
my judgment that in 1979 direct contacts must become decisively more 
frequent and must constitute the basis of all operations from the side 
of suppliers and customers. 


Correspondence will never substitute for conversations in which both sides 
specify more precisely their standpoints with respect to quantities, de- 
livery deadlines, quality of materials, a system for signaling irregu- 
larities noted in the implementation of contracts, and the like. 


Improvement of Work Methods in Producer Goods Trade Units 


The last issue is the matter of methods and forms of work under conditions 
of lower stock levels. "Life" has already forced the [materials] trade 
units to new solutions in 1978. In spite of a low level of stocks, most 
of these trade units achieved their sales plans, as already noted. This 
is obviously connected with an accelerated turnover of commodities in 
warehouses and requires efficient activity above all in the following 
sectors: 


--continuous information of the commercial services on the state of stocks 
in hand and establishment of dispatching methods for the organization of 
deliveries to the [materials] trade units; 


--inadmissibility of the development of abnormal stock levels and their 
immediate working off where they have already risen; 


--more information than hitherto on the status of stocks in the hands of 
customers and adjustment of the operative delivery plans on this basis; 

















--a decisive stepping up of activity on the working off of excess stocks 
in the hands o. customers. 


| consider that an awareness of the necessity for more operative and at the 
Same time more precise work should be shared by all staff members of the 
[materials] trade units, and not only by the members of the management of 
these units. I suggest that at the turn of the year meetings of the work- 
ers self-government conferences (which, as we know, have to be created in 
all enterprises in accordance with the Council of Ministers’ decree of 

31 July 1978) devoted to this issue should be organized in all trade units. 
It would be indicated to discuss at these meetings the [materials] balance 
situation in the sectors constituting the sphere of interest of the given 
unit, and on the background of this evaluation to spell out precisely the 
forms and methods of work in 1979 adapted individually to the specifics 

of the unit and the situation. 


I am convinced that with a mobilization of their organizational-technical 
and cadre potential the producer goods trade units can in 1979 be an im- 
portant link mitigating the tensions in materials supply. 


zak 


The political and economic authorities fully appreciate both the difficul- 
ties of the work of the trade units and the possibilities of their influ- 
ence to improve the effectiveness of materials supplies. At the end of 
November of last year a conference devoted to these issues was held in the 
Office of the Council of Ministers under the chairmanship of Comrade J. 
Szydlak, member of the Political Bureau and vice chairman of the Council 
of Ministers. At this meeting, in which representatives of the majority 
of [materials] trade units participated, issues noted in this article as 
well as many other problems directly connected with the functioning of the 
[materials] trade units were discussed. The conclusions of this conference 
will be discussed in one of the next issues of GOSPODARKA MATERIALOWA. 


FOOTNOTES 


il. See, among others, J. Dietl, "Badania marketingowe" [Market Research]; 
J, Mrozek, "“Analiza i programowanie popytu na srodki produkcji” 
[Analysis and Programming of Demand for Producer Goods]; J. Szymczak, 
"Metody i sredki oddzialywania na rynek" [Methods and Instruments for 
Influencing the Market]; S. Korta, “Metody badan i prognoziwania 
popytu na przedmioty pracy" [Methods for Research and Projections of 
the Demand for Objects of Labor]; J. Mrozek, "“Metody okreslania popytu 
na srodki pracy" [Methods for Determining the Demand for Means of 
Labor]; J. Przetacznik, "Ekonometryczne metody analizy popytu na 
przedmioty pracy" [Econometric Methods for the Analysis of Demand for 
Objects of Labor]; J. Morski, “Metody marketingowe w analizie i 
programowaniu popytu”™ [Marketing Methods in Demand Analysis and Pro- 
gramming]. 














About 240 employees of producer goods trade units have to date received 
training in special courses organized by the Association for Socialist 
Marketing and the Polish Economic Association [PTE] in 1975-1978. 


The revision envisages increases in the conventional penalty rates for 
violation of the basic contractual obligations in all categories and 
the introduction of a more differentiated progression of penalty rates 
for delivery delays, as follows: 0.4 percent of the value of a good 
not delivered within the deadline for each day of delay where the 
latter extends no more than 5 days, 0.6 percent for each day beyond 

5 days up to 10 days, 0.8 percent for each further day of delay with 

a limitation of no more than 20 percent of the value of the product. 
The conventional penalty rate for the delivery of commodities in other 
assortments will be 5 percent of the value of the commodities accepted, 
and that for the delivery of goods with defects 20 percent, or 10 per- 
cent if thereafter a good without defects is supplied or the defects 
have been removed. Also, for delays in the delivery of nondefective 
goods in substitution for goods delivered with defects a differentia- 
tion of the conventional penalty rates is envisaged, with rates of 0.2, 
0.3 and 0.4 percent of the value of the good, depending on the length 
of the delivery delay. 
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POLISH-ALGERLAN TRADE POLICY NOTED 
Warsaw POLITYKA in Polish No 24, 16 Jun 79 Supplement p 19 
{Article by Aleksander Paszynski: “Our Bridgehead in Algeria") 


[Text] The exhibition of the Polish Building Engineering has scored a 
success. I note this already at the beginning, for life has not exactly 
coddled us recently. The most spectacular results were achieved by BUMAR 
which had sold offhand all its numerous exhibits and received, moreover 

a@ guarantee that its further exhibits at the upcoming September fair would 
likewise remain on location; everyone on both sides was happy. 


This meeting which lasted from 16 to 25 May cannot be considered a simple 
show, even though the exhibition constituted its main part. It was rather 
a grand promotion action accompanied by technical seminars; the point was 
to present as thoroughly as possible both our achievements and to make a 
commercial offer in the field of building engineering, construed most 
broadly, viz., beginning from town and land planning and investment pro- 
blems, through particular fields of building engineering, such as housing. 
industrial facilities, schools, utilities, etc., down to machines, equip- 
ment, construction materials plants, cadre training, and even preservation 
of historical monuments. 


The e. '. 9m was sponsored by the Polish Chamber of Foreign Trade (PIHZ) 
conjoin... with the Ministry of Construction and Construction Materials 
Industry, and was opened by Minister Adam Glazur, together with his Algerian 
counterpart, Minister Abdelmadjid Aouchiche, and participation of five other 
Algerian ministers. Please don't assume that I am substituting for PAP 
‘Polish Press Agency] in giving protocol information--this is important. 
(ther agencies also participated. Thus, alongside BUDIMEX and the afore- 
‘aid BUMAR, there were also POLIMEX-CEKOP construction materials’ industry 

, Lantc, LABIMEX exhibited measuring equipment, ENERGOPOL, as a contractor 
offered hydraulic and power structures and of course gas and oil pipelines 
as well, and POLSERVISE, which is our principal supplier of various export 
specialties. For 10 days, the representatives of these agencies endeavored 
to present to the Algerian counterpart our possibilities as a partner who 
can undertake many tasks indispensable for Algeria. 
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High Expectations and Problems 


Three questions arise here: First, what we are seeking for in this market, 
second, what does Algeria expect from us, and third, what can we offer her? 
Let us begin with the second that is from Algerian expectations, for it is 
rather interesting not only from the business viewpoint. 


Algeria achieved its independence 17 years ago. After the first uphoria 
caused by this fact, enhanced by the potential inherited from the past, 
another was added in the form of petroleum and gas. Industrialization 
financed with income from petroleum and gas has become the programmatic 
order of the day. It was, however, conceived as an antithesis of the 
petroleum monoculture which after all must end sometime. But ambitions, 
coupled with material resources of the country, prompted the adoption of 
@ pattern which did not quite conform to potential reaii:.es, i.e., the 
most advanced technology. It was purchased from companieé which were lead- 
ing in this field, and put into the hands which often we. tot yet adapted 
to handle it. At present the degree of utilization of f<i' so/«rn poten- 
tial is not very high despite the fact that its constructi«: did cost 


huge sums. 


Agriculture likewise has its problems. Nationalized farms of the colons 
and producers’ cooperatives created during the first phase of land reforms 
are not yet fully intensive, especially the junction of agricultural pro- 
duction and trade, and processing, create a lot of problems. The state is 
building modern socialist villages (but with a mosque in each of them), 
provided with every sort of technical equipment, but the Algerian oeasants 
who are used to different conditions of life and work are not always very 
happy with the comforts provided to them. The situation compelled, per- 
haps overhastily, the liquidation of major vineyard areas; the former 
French market was not very willing to accept Algerian wine; the grubbed up 
vineyards were replaced by grain cultures. 


Generally the majority of goods come from imports. Wholesale trade and 
department stores are state owned, but there are also medium and small 
private trades and artisans. The subsidized government prices are trans- 
formed into high prices of the private market. Algiers is today one of 
the most expensive cities of the world, despite the fact thac official 
wages are rather low. 


Change in Priorities 


To this should be added a drastic natural growth of population probably 

the highest in the world. Although statistics are not too aecurate, it 

has been estimeted that already today the country numbers almost 19 million 
inhabitants and within ten years it will exceed 30 million! This drastic 
growth, coupled by migration from the south, is concentrated in a narrow 
coastal belt, which puts a heavy burden on the infrastructure. In the city 
of Algiers, water is only available at night, communications are made 
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difficult, and the average overcrowding of dwellings is 12 persons. Alger- 
ian families are extremely large, there are too many children, no play- 
grounds or something that we call the neighborhood facilities; there are 
no housing areas at all, only large more-than-a-dozen s.ory houses, and 
villis. The villas are symbols of the “white,” literally anc figuratively, 
French Algiers. No wonder that life goes on in the street, although there 
are no sidewalks, which formerly were unnecessary. The city requires ur- 
gent maintenance work. 


In this situation, housing at present is one of the major problems, and 
perhaps even the major, social and economic, and even political problem of 
Algeria. At the start it seemed that what remained after the French left 
would suffice for many years. At present 40,000 apartments are being built 
annua) ly but no one knows exactly what the actual increase is because many 
old ones are not fit for use, and as a result, the city becomes overgrown 
with houses patched with sheet metal and clay. The government plan en- 
visages a rapid increase in new construction of up to 100,000 apartments 
annually, even though it is already known that in the long run it will be 
necessary to build 200,000 units. Who is to build them? 


The second, equally great problem, is to stem migration from the country- 
side to the cities. This, however, necessitates the expansion of the 
presently inhabited area which stretches along a narrow coastal strip. 

This calls for developing the great uplands, mountain range, and even 
settlements in the Sahara. This is possible, for there was a time in the 
past when life flourished there, but such plans require enormous outlays 
and technology capable of building roads, finding water, and afforestation 
of these spaces. The funds for this could probably be found but the pocen- 
tial is lacking, particularly the persons who could draw up land develop- 
ment for these gigantic expanses. 


lgeria is thus faced as it were with a second revolution. It is aware 
that its former efforts to skip stages have not brought about the expected 
results. There is open talk about the necessity of new economic priorities. 
frou among which three come to the fore: Housing, the third stage of the 
lend reform (or reconstruction of agriculture), and activating the souchern 
pact of the country. 


For Gas and Petroleum 


Th: currency with which Algeria can pay for this program is obviously 

pe roleum and gas. for this price everyone in the world is prepared to 
serin work. And they are doing it. As yet, however, the orderers are 

c ttious, they negotiate with everyone, but they have not signed a contract 
with anyone. The trading partners from the West have an advantage in the 
form of credits oftered, whereas socialist countries have a common ideology, 
a more realistic approach, a better knowledge of developing countries, and-- 
which in trade is not without importance--a better image in the eyes of the 
people with sharp colonial memories. 





I cannot explain why, but Poland enjoys special favor. The number of our 
specialists, especially in the field of land planning, town planning and 
construction, working in this country is consiuerable and they enjoy a 
good reputation. Many responsible officials of the state apparatus gradu- 
ated in Poland for example, the above-mentioned Minister Aouchiche, and 
one of the ministers of the previous government who has retained his port- 
folio, who does not hide his partiality for us. This may be also due to 
emotional considerations. The film about Warsaw which was shown during 
the exhibition aroused an intense response, especially in the context of 
insurrection scenes and the first years of reconstruction showing realities 
of life in the city. I will return after a while to this subject, for it 
leads to many uneconomic questions, but for the moment let us deal with 
reality. 


And so, our bridgehead in Algeria is strong. Not only because of the work 
of specialists sent here via POLSERVISE, but also thanks to the first en- 
trance of BUDIMEX. Thus, for some time a large group of Polish special- 
ists have been at work in Algeria to draw up at the request of hosts a 
technical, organizational and economical program, and even a system of 
cadre training, in short a proposal for housing construction. The present 
exhibition and symposia were to be the next step. , 


This step was of exceptional importance. Algeria, like the majority of 
developing countries able to pay, is waiting subconsciously for someone 

to implement her investment program. While in the case of a couple of 
industrial installations such a method of operation is still conceivable, 
after all even the construction of 100,000 or 200,000 apartments is unreal. 
Such attempts were made in Algeria by the West and even the most daring 
ones turned bankrupt.... 


These and other experiences of building new plants under "turnkey" contracrs 
and then handing them over to untrained work forces, made Minister CGlazur 
firm in this case. In the first place he clearly stated that such a vast 
program of housing construction could not be implemented by foreign agents 
alone: Algeria must create its own building industry. Poland will be 
glad to assist in this matter, that is to work out proposals and designs, 
supply building material, plants, machines, technical supervision, cadre 
training, etc., and perhaps also build but on a limited scale only. What 
we will have to do and what will be our part in this undertaking should be 
decided by working groups appointed as a result of talks between both 
ministers. 


Pro domo sua 


Meanwhile it may be well to answer a few questions. in the first place, 
what is our interest in all this? The answer that we are after petroleum 
and gas does not exhaust the subject, although quite obviously this motif 
is by no means trifling. In the past year Algeria produced 54 million tons 
of crude oil. The lnown reserves of Aigerian petroleum indicate that they 








will last for et least 20 years, but how much there is in Sahara no ~ne 
really knows. Contracts for 67 billion cubic meters of gas up to 1985 have 
been already signed. Until then, our chances of buying are slim, but after- 
wards? 


After all, they now have money to finance sales. In 1978, liquid fuels 
provided Algeria an income of 6.2 billion dollars. The United States buys 
over half of the production and has become Algeria's principal trade 
partner. in our policy to stimulate contacts with the Third World, Algeria 
is one of the most important targets. It is no wonder, therefore, that 

we want to concentrate our effurts here and that we are ofiering new, non- 
conventional proposals. 


Are they however sufficiently attractive? I confess that this question 
occupied my mind during my entire stay in Algeria and in the numerous talks 
I had there. As a matter of fact I had the impression that our construc- 
tion specialists could not or would not get away from concepts dictated by 
our domestic realities. Compared with what can be seen on site, especially 
as to the life of Algerian families in large apartment houses, our indus- 
trial techniques are not compatible. I think that it is necessary to carry 
out sociological and economical research studies before answering the 
question: How to build, and should we build as we do in Poland and as the 
French once did? 


There are many such questions. However, the interested people say that 
this is the job order and that excessive reasoning could cause others to 
win, who perhaps are less righteous but can count money better.... Very 
likely, but if we wish to gain a solid foothold in this country, then, 
perhaps, it is by offering a more mature kind of counseling? And enter 
more deeply, and not come to a halt as though halfway. Perhaps even ce- 
ciding to form a joint Polish-Algerian design institute based on partner- 
ship which would take up the problems of land planning and town planning 
on a national scale down to local planning? This way, the scope of tnis 
ac_ivity would, for example, include the south and the creation of an ex- 
pansive technical infrastructure of the country. 


This is not a daydream. Prof Ryszard Karlowicz (Warsaw Polytechnic, author, 

of the Torun University and the academic town) who has worked in Algiers 

for a couple of years, spoke to me about his experiences connected with 

the dissertations topics of the Warsaw architecture students concerning 

A geria. The results were excellent, but after the first attempts we lost 

.-e cause. Dr Stanislaw Wyganowski, formerly director of the Warsaw In- 
itute of Town Planning and Architecture, was telling me for instance of 

an Algerian suggestion, not adopted by us, to have Poles fill positions 

of chief architect in all governorates (wilayaat) (after the reform they 

number over 30) by Poles. 


We could cite many more such suggestions, but they have faded. In a way 


it was an accident that the building industry and its foreign trade agency 
BUDIMEX became our chief exponent in Algeria. I have much respect for what 
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the agency has already done here, but I do not think that it is exactly 
the building industry which should control all activities that potentially 
exist in this market. Neither this nor any other agency will be able to 
cope with every situation. I believe that it is necessary to create in 
Poland some integrated body that would program all these activities and 
reconcile various opinions and priorities. 


This is not only economical. It is nice that we have recognized the market 
as an important one, but, for example, we have not yet formed a Polish- 
Algerian Friendship Society, although others exist. I was also surprised 
that there does not exist in Algiers some sort of Polish Institute or a 
center of culture and information, a possibility of learning Polish, show- 
ing films, etc., although there is already such a Bulgarian center. It 
would be an asset, not just because of the possibility of our specialists 
working there to use it but also to use them as lecturers, and then show 
films such as "Polish school" (see response to film about Warsaw). Con- 
tacts generated with our people, for example, would arouse the interest 

of Algerian youth in a possibility of studying in Poland. Where can they 
study and cultivate the language? 


I wrote about a large group of graduates from our colleges who occupy 
rather responsible posts in local administration; during a talk with one 
of them I was ironically told that he reads the articles of my chief only 
in LE MONDE, for there is no Polish press available locally. Would it 
not be expedient to create for these people some possibilities of contacts 
with Poland. 
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POLAND 


COMPUTOR TECHNOLOGY APPLICATION IN MATERIALS MANAGEMENT DISCUSSED 
Warsaw GOSPODARKA MATERIALOWA in Polish No 1, 1-15 Jan 79 pp 18-23 


[Article by A. Weselik and L. Piotrowski: "Application of Electronic Data 
Processing in Trade Enterprise Warehouse Management" ] 


[Text] Nowadays a trend is observed toward construction of large warehouses 
and warehouse bases,outfitted with modern means for storing and moving goods. 
From them, on the one hand, service to many suppliers is concentrated and, 

on the other hand, the needs of retail trade points are satisfied. This trend 
is caused by the rapid development of existing and the formation of new 
municipal and industrial centers and is linked also to the apparent growth 

of society's consumer demands. 


these factors contribute to the creation of many problems in the new model 
of warehouse management, the solution of which requires a great deal of in- 
formation. 


tapid utilization of this information, in properly combined and systematized 
forms, gives new potential for solutions to elements of the organizational] 
sys em which will accelerate turnovers of goods, lower the employment level 
and improve work efficiency. However, the obtainment of information in the 
necessary cross section and the required time is not possible using such 
traditional equipment as manual card files, calculators, or even machines of 
iverage mechanization. 


Help has come in the form of new techniques, and particularly electronic com- 
nu_or technology (ETO). With it, information which has an important effect 
ou organization and technical progress in warehouse management, can be ob- 

t med with unusual speed. 


it is noted, however, that the application of this technique in warehouse 
management is not always efficient. This is due to the fact that this tech- 
nique is introduced by electronic data processing (EPD) programmers, who limit 
themselves mainly to substituting it for the manual techniques used formerly. 
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Study and experimentation conducted in the Warehouse Management Center (COGM) 
in Poznan, indicates that the work of the EPD programmers should be preceded 
by an organizational or organizational-technical design, prepared by people 
who are familiar with the problems of commodity turnovers and the interware- 
house operations associated with these turnovers. Only with such an arrange- 
ment will it be possible to establish the information required for efficient 
warehouse functioning and utilization of ETO potentials. 


Also, where ETO is used to control the movement of warehouse transport means 
and the related movement of goods outside the warehouse, the appropriate 
specialists should make the final decisions. 


It is not the aim of this article to be concerned with the technical and 
design-program side of EPD system functioning, but to bring the problems re- 
lated to the utilization of EPD in warehouse management closer to the people 
interested in the organization of trade enterprises and also to the organ- 
izers, technicians and technologists directly employed in commodity turnover 
warehouses, . 


Feasibility of Applying EPD in Warehouse Management 


Consideration of the subject of the feasibility of applying EPD in crade 
enterprise warehouse management should begin with an analytical iook at the 
totality of events occurring in the sphere of activity of this management. 

This sphere can be divided into external and internal setups. It should be 
noted that this division is not clear-cut and thus the setups overlap tc a 
certain degree. As a consequence, it is difficult to explicitly and exclu- 
sively define the content of the setups. Nonetheless, this division is useful 
to the reader in better familiarizing himself with the problem of the feasi- 
bility of applying EPD in warehouse management. A systematic consideration 

of the separate elements of these setups goes beyond the scope of this article. 


All activities which stimulate the work of the warehouse but remain outside 
it, belong to the external setup. The most important components of this 
arrangement, in the sphere of warehouse supply, include signals of deliveries 
and then the deliveries themselves (their size, frequency, diversity of type, 
physical shape, time placement, etc.). But the predominant elements in the 
sphere of warehouse unloading are the signals on the dispatch of sales, buyer 
demands, stock range, and also or transport means for making deliveries. 


The internal setup, being heavily dependent on the external setup, must flex- 
ibily apply itself to the execution of the tasks defined by events occurring 
in the external setup. 


In warehouses, stocks are generated in various cross sections and forms as a 
result of both external setup factors as well as organizational-technological 
assumptions of the work of the warehouse itself. A very important element, 

which often decides the success of the trade enterprise activity, is fast and 
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reliable information, originating in the following cross sections!: 


--stock level of goods over the entire warehouse and goods located in its se- 
parate parts, 


--stock level of specified commodity groups, 

--list of goods deviating from standard stock, 

--lists of goods not moving, 

--warehouse turnovers in a specified time interval, 

--overall warehouse stock level, including reserves in buyer's setup, 

--list of goods necessary to supply the warehouse in a specified time interval. 


Information whose source of origin is the warehouse and which also serves the 
external setup, provides for: 





--systematic analysis of warehouse stock levels, 
~-deciding, at the proper time, on corrections to orders on hand, 


-~determining and qualifying incorrect stock and then, on a current basis, 
monitoring its liquidation, 


--checking performed operations in relation to specified goods or groups of 
woods, 


--analysis of contract commitments on the supply side, 

--analysis of contract commitments on the sales side, 

--ueciding on change of suppliers, 

--miking offers to potential buyers, 

--collecting data for reports. 

The receipt of current information, even if only in the stock level range, is 
encigh to cause certain difficulties in large warehouses, particularly those 

which have a yreatly differentiated assortment of goods, fast rotation, etc. 

Unuer such a setup, receipt of complex, selected informaiton which is fre- 


quently indispensable to operational decisionmaking, is almost impossible 
with the traditional system. 








ttt. A. Weselik, "Comprehensive treatment of information circulation in ware- 
house management...." duplicated paper, COGM-1977, p. 9 and 10. 





110 








The system most helpful for using source information originating in the ware- 
house is ETO. When it is applied, information can be processed in the required 
cross sections and used immediately or after collating it with data obtained 

in the external setup. By generating the proper systems and programs (soft- 
ware) and using the specified equipment (hardware), the required information 
can be obtained in real time, or with little delay, still allowing for the 
appropriate decisionmaking. 


EPD can be applied for the above purposes in trade enterprise warehouse manage- 
ment without any great difficulties or outlays. It is not necessary in this 
case to own or to have on-site a computer or a terminal. Naturally, this so- 
lution does not insure that information will be processed and utilized in real 
time. But if suitable processing frequency can be established when part of 
the information is obtained periodically and part on demand, completely sat- 
isfactory results can be obtained by this method. If an outside computer is 
used, one owned by a computer center or another enterprise, it is important 
that the hours of use not be left to chance and that there be no "in line" 
waiting for processing. Also there must be a guarantee that the information 
will be obtained in the established mode and within the time frame. 





The enterprise concerned either produces its own machine data carriers or 
avails itself of the services of specialist stations to produce them. The 
machine data carriers are sent to the processing center by conventional means. 
The data are then processed in the center and the obtained information, in the 
form of tabulated printouts. is forwarded to the user also by conventional 
transport. 


When speaking of transmitting information to and from the computer center in 
the “off Line” system (the work is done in the autonomous mode), the rule is 
that it will most often go by conventional transport. The information can also 
be transmitted by other, more sophisticated communication methods (e.g., by 
telex or telephone), but the system itself does not change. 


Where the computer is located on the premises of the enterprise-user, it can 
operate in the “on line” system, but the path for transmitting the information 
will be much shorter. Also, with this system there is, to some degree, more 
available computer time and so the possibility of obtaining the information 
more rapidly is also improved, If the work is well-organized, this system 
can be more flexible and can make for more efficient functioning of warehouse 
management. In a good situation, insofar as utilization of modern information 
processing techniques is concerned, there are those trade enterprises which 
can use a standard information-decision system for managing the warehouse. 

in this case, the party making the decision has direct access to a digital 
computer through suitable interactive equipment and data processing takes 
place in real time. 





Similar conditions are fulfilled by computer-compatible terminals used for 
warehouse management. In this case, however, certain time restrictions on 
computer use may be placed upon the terminal owner. 
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Conducting Warehousing Processes When ETO is Applied 


The solutions presented refer mainly to processing of information related to 
the external setup which determines the specific warehouse management. Further 
considerations as to the feasibility of applying EPD concern the internal set- 
up, ile., utilization of ETO as an element to assist the organization and 
technology of the actual warehousing process. Because the subject of this 
work is the feasibility of applying EPD to the warehousing process, it should 
be assumed that warehouse management and goods turnover in the trade enter- 
prise using or instituting EPD techniques are in order insofar as identifi- 
cation is concerned. This means not only the indexing of goods, which is in- 
dispensable also to the external setup, but also, in accordance with the de- 
scribed system, the marking of storage address codes by which a location for 
placing the selected goods is explicitly assigned. Both these codes, of 
course, must be “assimilable” by the digital computer into which they are 
entered, Another useful way of applying ETO in controlling the warehouse 
process where basic parameters are used, particularly those concerning the 
address identification of each warehoused commodity and the dispatching organ~ 
ization in the directions and buyer's setup, is the “off line” system (oper- 
ation in the autonomous mode) .2 


The application of this solution is based on the following practical action: 


--the warehouse takes delivery of accepted, or in the acceptance phase, formed 
storage units, each of which occupies one address, 


--an indivudual document is prepared for each such unit, in which the following 
data are specified: assortment, quantity, and other identifying features, 


--this document accompanies the storage unit until it is placed in the shelf 
lot; at that time, the address of the slot into which the unit was placed, 
is added to the document, 3 


--i.formation from the document, supplmented by the location addiess of the 
storage unit, is transferred to a machine data carrier, e.g., to a punched 


_“— 
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--at the same time, incoming orders, i.e., those for the next day, are pre- 
pared, coded and then computer-processed according to the design programs. 


Thy sum of the assortment positions of these orders constitutes the cumulative 
-. uilrements and thus establishes the program of work for the warehouse. The 
n <t morning when they start work,the warehouse workers receive a tabulated 
“Lt. A. Weselik, M. Kaczmarek. Report from business trip to Office for Ef- 
ficient Wholesale Trade in Leipzig. Typescript COGM Poznan--1974, p. 16, 17. 





‘address information can be entered earlier if a file of "vacant addresses" 
ie maintained in the warehouse, 
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printout from the computer center, specifying what, to whom and in what quan- 
tity, is to ve dispatched in that day"s work. These dispatch printouts are 
prepared in two forms: 


a) cumulative--so that the goods can be picked from the shelves by the equip- 
ment operators; this form can be constructed in different optimizing variants; 
if the goods are marshaled on the shelf, the form provides that the work will 
always be done on a single level of the shelf from which the picking is done. 


b) directional--which takes into account the specific buyers; it is used when 
the goods are marshaled according to buyers and direction of dispatch. 


The solution given repersents a single cycle of a repetitive process. In or- 
der for it to proceed, actual programs must be previously prepared and the 
collection of basic data entered into the memory of the digital computer. 


Organizational Conditioning 


The discussed solution for applying ETO in organizing the storing process in 
the “off line” system is suitable for use in many cases. The depth of data 
processing can vary according to needs. 


The problems connected with application of EPD in high-rise storage warehouses 
are of incomparably greater importance. Here ETO is used not only for manage- 
ment in the area of decisionmaking and proper perception of specified recom- 
mendations of working groups and individuals, but it also serves to send pulses 
to the equipment and to control their operation, thus insuring a collision- 
free process. 


Each update of the storing process requires that the form of the storage units 
which are being warehoused, be standardized. But the high degree of techni- 
calization with which we have to deal in automated warehouses increases re- 
quirements in the realm of stock level files. As a result of any kind of de- 
formation on “entry™ to the warehouse, in relation to accepted technological 
design, new storage elements arise for which records must be maintained 
Usually in technological and organizational designs of the storing process 
in high-rise storage, the rule is that the bulk of the goods will be placed 
in the high-shelf storage space, in the form in which they arrived. Only a 
small part of the deliveries (e.g., 5 percent) will be formed into storage 
units in the receiving zone. This design is intentional in view of the ad- 
vantages resulting from applying the transport-storage chain principle. The 
storage units can always be formed during the day's work and sc the quantity 
of goods at the end of the day in the high part of the warehouse (shelves) 
should represent the actual stock level. Unfortunately in practice very 
often the suppliers send goods in load units which do not conform with ac- 
cepted technology, and as a result stocks accumulate in the receiving zone 
which are not unloaded during the daily cycle. Under this setup, three dif- 
ferent stock levels are formed: 








--overall warehouse level (L), 
--level at “entry" to warehouse (Le), 
--level in storage space (Ls), 


among which the following relationships occur: 
L = Le = Ls 


The possession of up-to-date information on these stock levels is indispensable 
if they are to be efficiently utilized. 


Of course a situation cannot be excluded in which some "residues" of stocks 
form at the exit point. This can be avoided most frequently by an organiza- 
tional division of the warehouse, splitting off the warehouse dispatch into 
an independent organizational-accounting cell. Under such a setup it can be 
assumed that the goods dispatched in the “high-rise storage" section will at 
the same time decrease the warehouse stock level. 


Another important matter whch must be resolved in a well-organized warehouse 
is insuring the potential of activating so-called quick turnovers. This is 
based on immediate removal of fast-moving assortments from the receiving zone 
and placing the goods in the high-shelf space. This is expedient when there 
is a requirement for a specified assortment which is not available in the 
storage section of the warehouse, 


lhe next question which must also be adequately resolved in a high-rise stor- 
age warehouse is optimization of the operation of the technical moving equip- 
ment, particularly the shelf stackers. The problem here concerns minimization 
of the distance the equipment must travel to complete a single operation. To 
io this, zones for fast-moving items are set up in the shelved space. To 
service these zones, the stacker travels a shorter path, thereby reducing 
operating time, 


For goods which have a specified warranty expiration period, or shelf life 
(tit for consumption), etc., a similar but more complex problem arises. It 
is then necessary to have full knowledge of the time frame within which the 
specific commodity must be dispatched from the warehouse. In this situation, 
the application of the "first in, first out™ principle is indispensable. But 
even here the operation of the equipment can be optimized, as follows. In the 

‘e of turnovers of commodities which have an extended time period (e.g., 
ore year), the entire incoming lot is placed in a slow zone of shelf turnover 
f - a specified period (e.g., three months), and then moved to the “fast" 
cone of shelf turnover or even--insofar as possible--a "fast" no-shelf is 
used. After three months, the lot which has been up to this time stored in 
the slow zone, is added to the turnover and a new lot of incoming goods is 
put in its place. 
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The above demonstrates in a logical way what an enormous store of information 
is necessary to efficiently control the work of an automated warehouse. All 
information, despite the fact that it appears in the internal setup, is not 

yet directly linked to the control of the operating equipment. The information 
does not give direct pulses, flowing from the computer to the appropriate 
electronic assemblies, which produce the proper operating rhythm of the tech- 
nical equipment. Therefore, in large modern warehouses, the application of 

ETO is most often tied in with the utilization of two separate digital compu- 
ters. Of course, they can be compatible and operate in the “off line” system. 
More frequently, however, “on line” operation is used in such a case (operation 
in direct mode). The data processor, convent -onally called the first, as a 
rule works for the external setup but also sends an entire series of infor- 
mation for use in the warehouse's internal setup. 


The more important information in this area includes the following: 

--data on overall wacehouse stock level (L), 

--data on incoming deliveries, 

--advices on receipts to the warehouse, taking into account the variants for 
optimizing travel of equipment in the warehouse space and individual address 
locations, 

--data on vacant and filled spaces in high-rise storage space, 

--data on stock levels in particular places which are explicit addresses, 


--data on warehouse level (Ls) in storage space, 


--various cross sections of information on stock, as listed in discussion on 
external setup, 


--advices on picking from warehouse (in a cumulative form), 
--list of buyers and directions of dispatch. 


In this case the computer controlling the warehouse transport equipment re- 
ceives the following information: 


--at which address to place the incoming storage unit, 


--from which address to pick the specific storage unit and thereby activate 
the system of warehouse equipment which controls priorities and collision- 
free operation, 


This division is not an only and unchangeable solution. Organizational so- 
lutions in this area can be very differentiated. Several are cited as an 
example: 
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--the first digital computer can issue orders in the form of punched cards 
which are entered directly into the electronic equipment (e.g., for tne 
stacker) and concrol its operation, 


--the first digital computer relays only what and in what amount comes into 
the warehouse and also what and in what amount is to leave it, while the 
second digital computer not only controls the operation of the warehouse 
equipment but also "knows" what is to be placed and where, and from where to 
take it. And so in this case the controlling computer also processes an en- 
tire gamut of information related to the stock levels in the storage space. 


The problem of controlling all the warehouse technical equipment, using a com- 
puter, is one of accepting an organizational variant of warehouse operation 

in the area of internal transport which will be most advantageous for planned 
turnover. 


USe of Warehouse Equipment in Automated Warehouses 


To indicate at least some of the potentials of using EPpD* in this field, ex- 
amples are given below of the use of EPD in controlling typical, most fre- 
quently encountered equipment in automated warehouses. For horizontal move- 
ment of load units, variously constructed conveyors are used, forming a trans- 
port system whose job it is to move load units (from the moment the data enters 
the computer~controlled system) to the front of the shelf and then, when they 
are picked off the front of the shelf, move them to the dispatch point (as- 
signed by the computer-controlled system), which is most often the place for 
re-forming and marshaling, or for diepatch in full-pallet units. 


The use of EPD in conveyor control in the warehouse technological process re- 
solves itself into the following operations: 


--recording the pallet unit and giving it an address; in assigning the address 
(ve proper arrangement of goods must be considered, taking into account the 
possibility of breakdowns as well as factors relating to optimization of equip- 
meni travel, 


--checking the pallet unit as to its overall dimensions and mass, 


--sorting the load units being moved, considering collision-free conveyance 
of load units to their assigned destinations, 

‘it. A, Weselik and M. Kaczmarek. Report on trip to Office for Efficient 
Wholesale Trade in Leipzig, COGM 1974, typescript p. 10, 11, 13, 13, 14. 





Lt. I. Piwonii. Technology and organization of processes in an automated 
high-rise storage warehouse. COGM Techn.-economic Inform. No 8/83/77. 
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~-preparing for loading onto equipment servicing vertical and horizontal 
transport in the high-rise storage area, 


--receiving the equipment which picks the goods from the shelves, 


--sorting the addressed units, taking into account collision-free conveyance 
of load unit to dispatch or marshaling point. 


However, relocation of load units in the high-shelf storage space takes place 
by internal transport means which can travel horizontally and vertically. 
These are most often stacker-retrievers (shelf manipulators) and their job in 
the computer~-controlled s,stem is to place the load at the assigned address 
on the shelf and during the dispatch process pick the load from the proper 
address and move it to the front of the shelf. 


The use of EPD in stacker-retriever control in the warehouse technological 
process resolves itself into the following operations: 


--picking load units from the conveyors, 


--conveying information on the placement of the specific load unit in the 
assigned place, 





--receiving advices on picking the specified load unit from the shelf space, 


--leading the stacker-retriever, while observing picking priorities, to the 
specified unit and having it pick up the unit, 


--transporting the load unit to the front of the sheif and sending information 
on the availability of a vacated place in the storage space. 


it is obvious that both the conveyor and the stacker-retriever, in this case, 
operate in one synchronized control system. This does not mean, however, 
that any type of failure in the computer or electronic control equipment will 
cause a warehouse shutdown. In such situations, additional failure control 
systems can be instituted. In the case of conveyors, this can be automated 
control from a dispatch control console, or directly, using keys to manually 
activate the various sections of the conveyor system. Stacker-retrievers 

can be automatically controlled from a common control console or in a “de- 
cade"? system automatically from the control point of the particular stacker- 
retriever (using either an information carrier or direct manual entry), man- 
ually from the cab with an automatic fork cycle® or a manual fork cycle. The 
stated “failure” systems for a fully automated warehouse, except for control 





sThe “decade" system is based on using, to activate the operating cycle of 
the stacker-retrievers, the correct keys blocked with the computer, and via 
them, giving orders. 


"The "fork" cycle refers to the final, precise arrangement of the stacker- 
retriever fork before putting down or picking up the load unit on the shelf, 
and also to the operation itself. 
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by the “decade” system and manual servicing of the stacker-retriever with a 
manual fork cycle, can, for wzrehouses which are not highly automated, serve 
as working solutions applicable to pzactice. 


For a computer to be used efficiently in the warehouse, many controlling, 
processing and servicing programs must be written, and the proper files and 
basic lists which comprise the bank of data contained in the computer memory 
must be maintained. The programs, based on the task projected from organiza- 
tional designs, should be written by EPD specialists. But a great deal of the 
information which must be coded is furnished by the trade enterprise staff. 


This information mainly includes: 
--card index of goods (by assortments), 
--card index of suppliers, 

--card index of buyers, 

--list of contracts and orders, 

--list of rush order, 


fhe use of emf to control the equipment in the storage process must be closely 
tied to the external warehouse setup. Hence it is important that the conm- 
puter system for managing the operation of the warshouse equipment be pre- 
pared for fluctuations occurring in the external setup which would affect 

tie rhythm of the warehouse operation, 


«ane lu ,1i0ons 


-~-EPD can be used in many activities of trade enterprise warehouse management, 
both in the “off line" as well as in the “on line” systems. 


--The application of EPD to insure full information service in the required 
ess utial cross sections, with appropriate minuteness of detail, and taking 
into account on-time performance, imparts dynamism to warehouse management 
vctivity in the realization of trade enterprise goals related to properly 
supplying retail units or others. 


--A condition of the efficient utilization of computer systems in warehuuse 
nogement is the use of information-decision systems to which the decider 

va direct access through appropriate interactive equipment; in the case of 

yperation in an “off line" system, it is indispensable that the methods for 

entering, processing and recieving data be organized so that the difference 

between the real time of the event and receipt of the processed data relating 

to thie event not be too great and allow for operational decisionmaking. 
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--In EPD control of the warehouse process, one should not be influenced by the 
necessity for comprehensive control of all equipment. From the standpoint of 
using technical and electronic equipment, this is a particularly complex pro- 
cess. Only those elements should be included in-the computer system whose 
processing will make the work more efficient, speed up the flow of goods and 
simultaneously reduce the employment level. 


--The potentials presented here for applying EPD for comprehensive control 

of warehouse management, do not constitute a standard formula which would be 
suitable for application in every trade enterprise and in every warehouse in- 
stallation, Certainly many potentials were omitted or can be applied after 
making appropriate changes. In a real case, the individual solutions being 
introduced must be based on a prior comprehensive analysis of organizational 
and teclmical events which condition the course of information in the trade 
enterprise and its warehouse management, and the shaping of its stream of 
material goods flow in an actual warehouse installation, 


--The basic effects, where EPD is properly used and where correct and appro- 
priate solutions to technological management of warehouse space are applied 
at the same time, will include better decisionmaking capability by the direc- 
tors, more efficient utilization of warehouse space, acceleration of ware- 
house turnovers accompanied by lower employment, and better utilization of 
resources for accomplishing the warehousing process. 


9295 
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POLAND 


POLITICAL BUREAU MEETING ON MATERIALS MANAGEMENT NOTED 
Warsaw TRYBUNA LUDU in Polish 14-15 Jul 79 p 4 


/Article by PAP correspondent, Slawomir Popowski: "After the Meeting of the 
PZPR Central Committee Political Bureau--Materials Management: Tasks and 
Possibilities"/ 


/Text/ In recent years economical management of raw and other materials rose 
to the rank of one of the most important factors in the increase of national 
income. Progress in this field will also determine the success of the re- 
grouping of forces and means, which is presently being effected, in order to 
increase market and export production and also to raise its efficiency. This 
results in large measure from the situation which for some time has maintained 
on the world raw material markets. The rapid increase in prices for the 
majority of the raw materials and other materials (and we are a heavy importer 
of many of them) has to be treated as a permanent phenomenon. In practice, 
this means that for an identical sum of foreign exchange we can buy less than 
in previous years. 


A. a meeting of the PZPR Central Committee Political Bureau on 12 July 1979 

an assessment was made of the complex of problems connected with this, based 
on the detailed analysis of the state of materials management in the Lodz 

anc Wroclaw voivodships. Significant progress has already been attained in 
both these industrialized regions in the rationalization of the consumption 

of raw ma.srials and other materials. In Lodz Voivodship, for example, 
import-absorptive production has been significantly decreased and this has 
particular significance for the textile industry, 52 percent of whose products 
are manufactured from raw materials brought in from abroad. 


On che other hand, it is worse with the management of the so-called raw material 
wastes. Only the wastes from natural and artificial fibers are widely utilized. 
ihcoa, in the chemical industry, the largest and still unresolved problems are 
the wastes and scrap rubber. Despite improvement, the procurement of scrap 
metal and waste paper is not proceeding too well either. 


The quality of production is systematically improving in industry in Lodz and 
this is demonstrated by the increase in the sales of products which are marked 
as first quality. At the same time, however, the number of scarcities are 
still too great, the value of the materials lost as a result of this comes to 
330 million zlotys annually. 
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In the assessment of Wroclaw Voivodship, attention was given to similar phenomena. 
Last year, the combined value of materials and energy consumed by industry 

there /in Wroclaw/ amounted to over 64 billion zlotys, which constitutes 
approximately 63 percent of the costs of production, i.e., 2.3 percent less 

than in 1977. Despite this, industry in Wroclaw continues to have considerable 
reserves of materials. This was disclosed by the review of over 106,000 
standards for the consumption of raw materials and other materials which was 
conducted in 1977. The amount of these reserves was estimated then to be 

over 193 million zlotys. 


The Wroclaw region has significant achievements in the field of handling 
mineral and local construction raw material wastes. For instance, furnace 
wastes are being increasingly utilized in the production of construction 
materials. Also, in many gminas /rural parishes/ peasants’ teams have been 
created to make hollow bricks from slag concrete; the slag is supplied by the 
local industrial plants. 


The analysis of materials management in both voivodships made at the meeting 
of the PZPR Central Committee Political Bureau facilitates a more thorough 
assessment of the implementation of the government program for the effective 
utilization of raw material and other material resources in the national 
economy in the years 1973-1978. During this time, as a result of carrying 
out this program, we saved approximately 24 million tons of various types of 
fuels; 2.7 million tons of steel, cast steel, and cast iron; 142,000 tons of 
non-ferrours metals; nearly 3 million tons of cement; as well as close to 2.5 
million cubic meters of lumber and sawn timber. Also, the procurement of 
metal scrap and waste paper increased considerably. Systematic progress is 
noted in the field of regenerating machinery and equipment parts as well as 
in the management of stocks. 


All this, however, cannot conceal the many shortcomings which are still 
occurring. For example, mineral raw material wastes are not being managed to 
any measurable degree. Last year, only 134 million tons of these were 
utilized, while we have accumulated 225 million tons of them. Also, the 
possibilities for procuring cullet, secondary raw materials from rubber, and 
utilization of agro-food wastes are considerably greater. The so-called 
slash and the industrial wood wastes continue to be too small of a raw 
material base for the timber and paper industry. 


Our construction continues to be very material-absorptive. Therefore, it 

would be feasible to accelerate the use of interior insulation walls (lekkie 
sciany oslonowe) as well as cheaper raw materials, for example, lime and 

gypsum in low-story construction. Next, in metallurgy, it is necessary to 
increase the manufacture of products with higher quality parameters (especially 
in rolled products). 


Improvement of materials management, which was emphasized at the meeting of 
the Political Bureau, requires, at the present time, better planning also. 
Consideration of changes in the structure of production in individual sectors 
in favor of products having reduced material-absorptiveness is expedient. 

The application of more economical materials management is indispensable. 
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The more swiftly and consistently that we will act, the more deeply we will 
get to the core of these problems--and this at every level of production and 
management-—-the greater results we will achieve. It is worthwhile to remember 
that reducing the comsumption of raw materials, other materials, fuels and 
energy even by 1 percent, will allow us to increase the national income by 

2 to 3 percent and we cannot waste such an opportunity for accelerating 
socio-economic development. 


CSO: 2600 
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POLAND 


WINTER STILL HAUNTS BUILDING, CHEMICAL INDUSTRIES 
Warsaw FUNDAMENTY in Polish No 27, 8 Jul 79 p 4 


[Excerpts] Last year was not an easy one. This holds true for the chemical 
industry as well. Worldwide raw material and energy difficulties and also 
Poland's troublesometransport situation have caused supply shortages and were 
the main causes of task nonfulfillment. Despite the over-fulfillment of the 
plan for market deliveries, the planned quantities for.other products were not 
reached. Such was the case with gasoline, some fertilizers, tires, plastics, 
dyes and varnishes. The shortage of these was felt particularly sharply by 
housing construction. The shortfalls were caused mainly by a shortage of 
imported semi-processed products, particularly vegetables oils, titanium white 
and some domestically produced raw materials, e.g. varnish resins. In con- 
struction, as on the market, there was a shortage of various types of foils, 
panels and plastic piping. 


Those were the conditions under which the year 1978 came to an end. But new 
problems were yet to come. Every branch of the economy painfully felt the 
effects of the winter debacle. It has been estimated that the winter cost 
the chemical industry 12 billion zlotys. By June, 1 billion zlotys had been 
made up. As shown in the plans drawn up by the chemical industry, by the end 
of 1979 it will be possible to make up an additional 6 billion zlotys. 


There are serious difficulties with the remaining 5 billion zlotys. Chemical 
plants are working at 80 percent of fulltime operation so reserves are neglig- 
ible. 


In addition, the investment plan was not carried out. Piles of machinery 

and chemical equipment have grown at building sites; these were ordered and 
delivered but not installed. The value of the "frozen" machinery and instal- 
lations amounts to 6.8 billion zlotys. 


Among other things, there have been delays in the turning over of investments 
which are particularly important to the national economy. Such a state of 
affairs occurred with the construction of the heavy ash plant in Inowroclaw, 
the PVC complex in Wloclawek, the Gdynia-Kacek marine paint works and the 
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expansion of “Petrochemia" works in Plock. In the opinion of the Ministry 
of Chemical Industry, these delays were caused by a shortage of construction 
potential and shortages of equipment and building materials. 


The chemical industry received 32 billion zlotys for this year's investments. 
This is approximately 10 percent less than in 1978. From these outlays, 


nearly one-third, or precisely 10.2 billion zlotys were allocated for con- 
struction-assembly work. 


CSO: 2600 
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ROMANIA 


NEED FOR ENERGY CONSERVATION, PRICE INCREASES STRESSED 
Electricity Costs Exceed Prices Charged 
Bucharest SCINTEIA in Romanian 28 Jul 79 p 2 


/Unsigned article : “A Harmful Immobilism in the System of Prices of Electric 
Energy and Natural Gas"/ 


/Text/ The continuing concern of our party to provide the energy resources 
necessary for the socio-economic development of the country, at the rate and 
the levels specified--under conditions in which this is becoming an increas- 
ingly critical activity on the world level--should be matched by a deep 
responsibility on the part of the organisms and factors charged with producing 
and managing this wealth, which is of fundamental importance. In fact, our 
entire people participate through their work in the effort of producing raw 
material for energy. These materials must be utilized with the most effec- 
tiveness and measured wisely. In this regard, the fact that there are still 
some anachronistic situations in the distribution and use of energy and fuels 
is striking. We are referring, for example, to the price system practiced 

in regard to electric energy and natural gas. Prices and fees for electric 
energy have remained the same since 1961. During this period, the price of 
raw materials for the production of electric energy has increased continuously 
on the world level and has increased at a very rapid pace recently. 


This has also affected, in an objective manner, the economy of our country. 
The cost price of electric energy is currently much higher than the price 
and fees levied upon the consumers. If we look at the electric energy 
consumed by the population alone, we will discover that the price charged 
has remained the price which was calculated on the basis of incomes of 18 
years ago. Since this time, the incomes of the population increased substan- 
tially, on a continuing basis. At the same time, where is the logic in the 
fact that a charge of 0.50 lei per KwH is levied on the first portion of 
electric energy for household use and after that, the price falls to 0.30 
lei? Does this system serve as a stimulus for citizens to save electric 
energy? On the contrary. 
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The principal effect of this immobilism of prices in electric energy has 

been, as one can easily see, the encouraging of exaggerated consumption, 

the fostering in some citizens of the mentality that, since “it costs little", 
and since “it doesn’t take much money out of the pocket", all sorts of 
engligence can be permitted in using the current which comes into the house, 
an attitude which results in waste which--especially in the present conditions 
of the world energy pricés--must be called very harmful. Undoubtedly, the 
blame for the creation of such a situation can be placed, especially, on the 
Ministry of Electric Power, the Ministry of Technical-Material Supply and 
Control of the Management of Fixed Assets, the State Committee for Prices, 

and the Ministry of Finance which, as producers or organs in charge of the 
proper distribution and management of electric energy have--we state openly-- 
regarded the increasing gap between production costs and the prices at which 
the electricity is distributed to the consumers with superficiality and 
disastrous indifference. 


A similar situation exists in the case of natural gas. It is true that there 
was an attempt to reset prices in this area in 1975. However, the increase 
which occurred was almost insignificant and the subsequent evolution of prices 
on the world level put this increase even more in disharmony with the concrete 
demands of the economy. 


On the basis of the absolute necessity of managing energy resources in the 
best possible way, a requirement which is understood by every citizen, we 
consider it absolutely necessary that action be taken without delay, by all 
responsible factors, to remedy the shortcomings to which we have referred 
and that prices be regulated on the national level in accordance with prices 
which exist today on the international level. This will contribute, in the 
most direct way, to establishing a rational, balanced consumption, to 
encouraging conservation and to discouraging tendencies to waste energy 
resources. This will also be the most effective way to implement the party 

rogram for the careful management of energy resources, which will correspond 
to the interests of the entire people, providing conditions for a modern and 
civilized life for all citizens. 





Increased Production Costs for Coal, Oil, Gas 


Bucharest SCINTEIA in Romanian 29 Jul 79 p 4 





/Yxecerpts/ During the 1961-1979 period, world prices for petroleum increased 

i2 times. We must keep in mind that in 1961, Romania did not import pertroleum 

while at present we import more than we produce domestically. It is obvious 

th t the extremely rapid increase of petroleum prices in the world raises 
‘tious problems for our country, requiring a considerable financial effort 

on the part of our state for the necessary imports, problems with real 

implications for the entire national economy. 


During the same period, the domestic costs of coal production also increased 


as a result of the increases in the remuneration of the miners, and the 
increased use of lower grade coal. Production costs aiso increased for 
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petroleum and gas, as a result of increased remunerations in these sectors, 

the more complex deposit conditions, the reduction of flows from the wells, 

and the need for more deep drilling. The increases in production costs for 

coal, oil, and gas--the principal energy resources--have infiuenced the cost 
of electric energy. 


Penalities for Violators of Energy Rules 


Bucharest SCINTEIA in Romanian 29 Jul 79 p 4 


/Article: “Opinions, Proposals, Suggestions"/ 


/Excerpts/ Recently a number of measures were taken to diminish the 
consumption of electricity for lighting. The introduction of summer time 
has been of special importance. The advantages gained by this means can 

and should be increased. Thus the work schedule should be organized in 
enterprises with one shift, in ministries, in other central institutions 

and shops so that the entire activity is carried out in the daylight hours. 
Even in the economic units which are in operation around the clock, it is 
possible and necessary to concentrate the activity of the auxiliary personnel 
during the daylight hours so that only absolutely necessary personnel will 

be working on the evening and night shifts. 


Under present conditions, it is necessary to introduce precise and reduced 
norms of consumption of energy for household use, taking into consideration 
the number of persons in each house. In our opinion, it is the only viable 
criterion in order to avoid arbitrary, inequitable distinctions. It is 

the criterion on the basis of which the energy consumption which is strictly 
necessary for each family in each household can be ensured. 


One still meets consumers who do not understand the importance of staying 
within the established norms for consumption and who succeed by various 

means in obtaining supplementary quantities of fuel and energy. Paradoxically, 
these people find sympathy among the very ones who are charged with closely 
monitoring the strict observance of the norms. It is obvious that anyone 

who tolerates such violations must suffer the consequences of this attitude 
which is harmful to the interests of society. Therefore, we feel that it is 
necessary to introduce severe measures penalizing anyone, who, instead of 
stopping the delivery of fuel and energy in excess of the established norms, 
becomes an accomplice in the exceeding of the consumption quota. 

















ROMANTA 


PROPOSALS TO PREVENT OVERSTOCKING, TIE-UP OF CAPITAL 
Bucharest REVISTA ECONOMICA in Romanian No 15, 13 Apr 79 pp 8-9, 22 
/Article by Radu Ciurileanu, director general in the Ministrv of Finances/ 


/Text/ The measures to improve economic-financial leadership and planning 
require a high spirit of responsibility from all the workers collectives in 
the socialist units in the increasingly more complex process of the manage- 
ment of material and monetary resources so that production is obtained with 
the planned capital and costs, the level of stocks and of consumption is not 
exceeded, the size of the manufacturing cycles is strictly determined and 
contractual discipline--in supply and sales--is respected. In this context, 
the prevention and elimination of tie-ups of capital take on particular im- 
portance, especially since tie-ups actually mean withdrawing a portion of the 
material and monetary resources from economic circulation, which in the end 
reflects an irrational use of material and monetary resources at the enter- 
prise level. 


As we know, tie-ups of capital are created in the sphere of production activi- 
t\ by establishing stocks of raw materials and materials above what is needed 
due to certain irrational supply, by the big volume of unfinished production 
as a .esult of exceeding the manufacturing cycles as well as by stocks of pro- 
ducts without assured sale due to the failure to respect the contractual obli- 
gations. A rather big volume of tie-ups also is created in investment activi- 
ty by prolonging the length of time to carry out che projects, by acquiring 
equipment much in advance and by failing to assure assembly conditions. 


So the tie-ups have varied and complex forms; for that reason, the actions to 
comb t and prevent them also must be as diversified and specific as possible 
acco~ding to the specific nature of the activities where they are formed in 
orde - to contribute effectively to eliminating the causes of such shortcomings. 


Concern with combatting tie-ups of capital must be demonstrated in all the 


phases and stages of economic activity, from research-design up to the execu- 
tion process and in the daily work of the workers collectives in the urits. 
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These concerns must begin in the research-design phase since, in many cases, 
it has been found that, due to the failure to make a thorough technical- 
economic study of the new projects with regard to material-technical supplv. 
the manufacturing processes eid techniques and the sale of products domesti- 
cally and for export, after they have been placed into operation a number of 
difficulties are created brought by the appearance, retention and even in- 
crease in tie-ups of capital. 


Bearing in mind the complexity of the causes for tie-ups of capital and the 
sometimes high degree of difficulty in establishing measures to eliminate 
and prevent them, only throughconvergine actions and permanent collahoration 
between the technical and economic-financial departments as well as through 
uniting the specialists’ efforts can efficient action he taken to prevent 


the tie-ups or to place the capital in this situation into economic circula- 
tion as fast as possible. 


Increase in the Role of Preventive Control 


Tie-ups of material values in stocks above what is necessarv, renresentinge 
raw materials and materials, are caused by irrational supply as a consequence 
of failing to know the existing stocks efficiently and exactlv, of changine 
the production tasks and level of consumption standards annroved or simnlyv 
of calculation errors in determining the supply needed. In this regard it 

is significant that the specialized control organs last vear alone prevented 
an unjustified volume of supply totaline more than 2 billion lei; in most 
cases it was a question of concluding certain contracts and issuine orders 
for supplying raw materials and materials above what was needed for produc- 
tion since account was not taken of existing stocks, of contracts concluded 
or of standardized consumption. 


Here are some conclusive examples in this regard. The supply with 

reformer tubes valued at more than 11 million lei intended for some investment 
projects was rejected at the Craiova Industrial Central of “hemical Fertilizers, 
since these tubes had been contracted for and received prior to that and at 

the Drobeta-Tumu Severin Shinvards endorsement of a contract valued at near- 
ly 13 million lei issued by the Galati Naval Mechanics FEnternrise was refused 
since the particular parts had been ordered hefore that. How are the records 
organized and how is the investment capital size determined in these units 

from the moment they allow themselves to order the same goods twice’? These 

are problems on which the organ of collective leadership must meditate and 
adopt measures which would make it impossible to repeat such practices. Yo 
less harmful are the practices of the kind at the Muscel Mechanical Enternrise, 
where there was a definite refusal to supply certain quantities of screws, 
tools, automobile belts, abrasive discs, rubber tires and rubber easkets valued 
at 4 million lei since accownt was not taken of existing stocks and the need 

to fulfill the production plan. 


All this shows that preve.tion of tie-uns in stocks of raw materials and mater- 
ials is directly linked with the existence of absolute order in the dailv know- 
ledge of the actual situation of the organization of the particular stocks, 

















with permanent collaboration between the various departments in the en- 
terprises so that my change in plan tasks, in consumption quotas, in manu- 
facturing techniques are known as efficiently as possible, takine all this 
into account in the process of material-technical supply. At the same time, 
the greatest importance in the department of supply-sales must he given to 
keeping correct and daily records of the contracts, orders, deliveries and, 
in general, the performance of the particular operations ir order to prevent 


the shortcomings which still are taking place (double ordering, supplies above 
what is needed and so forth). 


However, intensification of preventive financial control action exercised hy 
each unit's own organ also is required with the same degree of sharpness; 

it is called on to halt any inefficient operation or one which does not con- 
form with the law even during the commital or payment phase. This means that 
the persons with the task of exercising Preventive financial contro] should 
know the production plan tasks, the volume and structure of existine stocks, 
the level of consumption quotas and in general any other data and elements 
needed to make the value judgments occurring when the person involved is 


called on with his signature to approveor reject operations connected with 
the supply process. 


A current problem, one which is important in the implications it can produce, 
is that of the wav in which the enterprises determine the size of the stocks 
of wifinished oroduction taken into the calculation of the value of net pro- 
duction, in the sense of combatting those situations still heine demonstrated 
here and there of increasing the volume of unfinished production bv various 
means.Preventing tie-ups in unfinished production requires that action be 
taken for dailv follow-up on fulfillment of physical production and inclusion 
in manufacturing cycles, avoidance of changes in the variety structure of 

of production plans and launching some orders into manufacture in advance. 


Substantiating Documents on the Basis of Market Studies 


Another point in the enterprises’ activity where tie-ups of canital are pro- 
duced is the one connected with assuring the sale of finished products. Manv 
time. it has become customary that when analysis of the situation of stocks 
of finished products without assured sale is made, the explanation is that 
this is due exclusively to market influences and, thus, less action can he 
taken to prevent such situations. Analyses made by the organs of the “Mini- 
strv of Finances and the banks, however, refute this opinion since the par- 
ticular stocks many times were created due to subiective causes, such as 
launching some products into menufacture which did not have assured sale 
with ut a doubt, failure to deliver the particular products on time within 
the ontract schedules and so forth. 


Stocke of finished products without assured sale in some enterprises have 

a large volume. Thus, at the end of February these stocks in units helone- 
ing to the Ministry of Light Industry represented nearly one-fourt of the 
total stocks of finished products. 





Preventior of these kinds of situations, above all, means having the enter- 
prise and their higher organs respect the legal provisions, which prohibit 
launching into manufacture those products without sale assured or without 
prices approved. A special role in following up on, knowing and signaline 
these kinds of situations belongs to the head accountants and banking-finan- 
cial control organs which must prove their firmness toward these deviations 
from the law and toward the persons guilty of producing them. The struggle 
to assure timely delivery and the good quality of the goods to the benefici- 
aries remains one of the tasks of great responsibility of the workers collec- 
tives in all the socialist wits. 


Of course, some measures in this area must be taken even during the stage of 
compiling, advising on and approving the documentation for the new capaci- 
ties being placed into operation within the investment plan. For this pur- 
pose, in order to prevent future formation of stocks of products without sale, 
the technical-economic documentation for the new investments should thorough- 
ly substantiate, by branches, the need for producing the products and the 
varieties designed in relationship to demand of the domestic consumption and 
oreien market, viewed in perspective. In this context, we think it is neces- 
sary that the organs advising on the investments not comply with and not ad- 
vise on the documentation which does not give a thorough and convincing reason 
that the sale of the production is assured internally and for export and that 
the products are competitive and are at a high level of qualitv. 


Decisive measures also are needed on the tie-ups created as a result of ac- 
quiring technological equipment from Romania and imported equipment long he- 
fore thev are assembled, a result of failing to correlate the delivery contracr 
terms with the assembly schedules or accepting deliveries in advance. Recent 
analysis on the basis of the balance sheet of the results of 1°78 economic- 
financial activities has shown a large volume of tie-ups in stocks of tech- 
nological equipment requiring assembly with standstill times exceeded; at the 
end of last year nearly one-third of the equipment in stock had exceeded the 
set standstill time on the job sites. A large volume of equipment in this 
situation was found at the Tirgu Magurele Chemical Products Combine, the Rim- 
nicul Vilcea Chemical Combine, the Teleaien Petrochemical Combine and other 
units under the Ministry of Chemical Industry. 


In order to eliminate tie-ups of capital in the investment sector, we present 
the following proposals: 


In collaboration with the construction organiizations, the plan holders 
should assure that the number cf projects being carried out simultaneously 

is reduced, which would permit efforts to be concentrated on a smaller num- 
ber of projects on which work could be carried out in shorter time; faster 
rates of assembly are required for the equipment in stock whose set standstill 
length has been exceeded; 


For equipment delivered ahead of the contractual terms we feel oa solution 
should be adopted according to which the banks would give a discount onlv if 
the assembly conditions are assured on “he basis of thorough documentation 
presented by the builder and beneficiary. 
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Together with apolication of measures to eliminate the tie-ups in investment 
capital, it is necessary to also take action to prevent them bv timely as- 
surance and thorough substantiation of the technical-economic documentation, 
timely contracting of technological equipment in correlation with the assen- 
bly terms as well as creation of all the conditions needed to carrv out the 
projects on the job sites. 


Practice has shown that concer and responsibilities in the prohlem of pre- 
venting and eliminating tie-ups are not localized onlv in the financial- 
accounting department but many times and, it is felt, orimarilvy are in those 
departments (supply, sales, production, technical) which through the activity 
they carry out cause or may cause such phenomena. Torether with raising the 
concerns and responsibility of the financial-accountineg departments, it is 
necessary that the other departments in the socialist wits also be mobilized 
to prevent these kinds of negative phenomena in economic activitv. Perhaps 
action should be taken to improve the mechanism practiced bw the banking or- 
gans with reference to supervisine vavment for supplies in the sense of halt- 
ing anv payment for supplies intended to manufacture products which do not 
have sale assured. 


At the same time, through the joint efiorts of the concered factors, it is 
necessary to inventory all the stocks of raw materials and matertals existing 
both in the economic units as well as the bases of material-technical supply 
as well as an urgent redistribution of ther to the wits which lack these 
stocks, in this way assuring what has to be supplied for steady nlan fulfill- 
ment. 


tinder the conditions of generalizing worker self-leadershin and sel f-financine 
of the enterprises, the concern with preventing and eliminating tie-uns should 
be continuous and regular. In other words, the concern and resvonsibility for 
the most rational possible management of material and financial resources at 

sll levels should be a component of the process of organizing and leading 
e.onomic activity without awaiting the start of certain analvsis and control 
‘ctions resulting from a normative act or orders of the higher party leadership. 
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IMPROVEMENTS SUGGESTED FOR COST REDUCTION PROGRAM 
Bucharest REVISTA ECONOMICA in Romanian No 14, 6 Apr 79 pp 1-2, 4 
/Article by Dr Gheorghe Sica, a director in the State Planning Commit tee/ 


/Text/ Acceleration of Romania's economic progress , together with involving 
high growth rates in the production forces, also involves important qualita- 
tive-structural changes and raising economic efficiency in all sectors of 
activity. For the Romanian economy, whose structure is in a continuing pro- 
cess of modernization, maximum saving of all material resources and the su- 
perior processing of them are a vital requirement. The decisive actions un- 
dertaken in recent years to reduce material consumption substantially derive 
from the fact that this is an important source for raising the national in- 
come and speeding up the rate of broadened reproduction. Important actions 
for saving material resources also lie in the fact that in all the branches 
of the national economy--particularly industry--they represent the greatest 
percentage in the structure of production costs. In 1978 for Romanian in- 
dustry as awhole, the percentage of expenses for raw materials, materials, 
fuel and energy in production cost was 75 percent and was 82 percent togeth- 
er with deprectation and other material expenses. 


Together with increasing the proportions of material production of various 
branches of the national economy, the importance of reducing production costs 
is becoming greater and greater. This is demonstrated by the rise in the 
value of the savings obtained by reducing costs per 1,900 lei production good 
by one leu. So, whereas in 1965 the 1l-leu reduction in expenses brought a 
savings of 150 million lei to Romanian industry and around 425 million lei 

in 1975, in 1978 it wae 650 million lei and in 1980 will be nearly 769 mil- 
lion lei. At the same time it should be noted that the contribution of sav- 
ings by reducing cssts to rise in profits from one year to the next is con- 
tinually rising, with their share being higher and higher. Compared with a 
55.5-percent share of savings in profits in 1971, 73.9 percent in 1975, it 
became 75 percent in 1978 and will be more than 78 vercent in 1989. This 
fact is significant, especiadly since the mass of production presents a large 


increase while the additional profits brought by this production rise accord- 
inaly. 
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The year-by-year reduction in total costs and material production costs, at 
the same time, is also reflected in the corresponding improvement in the 
indicators of efficiency of activity, such as net production and profits per 
1,990 lei average fixed capital, production ovrofitability and other indica- 
tors which express economic efficiency. 


Fifty Billion Lei's Savings in the First Three Years of the Five-Year Plan 


As we know, the five-year plan vrovides for important tasks to reduce costs, 
particularly material costs. In 1980 (compared with 1975) an 8.5-9-percent 
reduction in expenses per 1,009 lei production good in Romania's industry is 
forecast; this equals a volume of savings of around 164 million lei for the 
entire five-year plan period, of which more than 85 billion are from reducing 
material expenses. The wnits in the machine construction, chemistrv, light 

and metallurgical industries are being called on to make larger cost reductions. 


The program to reduce costs provides that the greatest portion of the savings 
be achieved by reducing material expenses. This is how the structure of the 
savings to be achieved in this five-vear plan looks: 


Percentage of total (7) 


Total savings in Romanian industry, due to: 190 

Reduction in quotas and consumption indicators, 49.3 
extending use of substitutes, improving techniques 

Raising degree of utilization of raw materials 16.2 
and materials 

Raising Labor productivity 31.8 
Full use of production capacities 6.1 
Reducing expenses for supply and sale and rational- 5.6 


ization of administrative-management expenses ,others 


How are the tasks to reduce costs actually fulfilled? Regularly implementinpe 
ths special programs compiled for the good management and utilization of ma- 
terlal resources, workers have obtained remarkable results in the area of 
reducing them. In the 3 years whichhave passed during this five-vear plan, 
the savings achieved have risen to nearly 59 billion lei, of which 3 hillion 
belone to industrv. In 1979-1980, taking into account the scope of develop- 
ment of material production and the promotion of intensive factors on a much 
more accentuated scale, the forecast is to achieve a much greater volume of 
savings. 


The »ase for these results has been the broad-scale promotion of technical 
mre; “ess in the economy, particularly through important investment programs 
while. have led to placing fixed capital into operation and, implicitly, peak 
ind. trial equipment, promoting new technological procedures and products 
with competitive characteristics regarding consummtion, use of substitutes 
md more complex utilization of social labor. The increase in production and 
productivity of live labor, factors endogenous to reducing costs per unit of 
product, almost completely has been founded on investment programs. 

















Why are the Planned Expenses Exceeded? 


An analysis of achievements obtained during 1978 shows that, under conm- 
parable conditions, only the enterprises in Romanian industry reduced 

costs by 17.4 lei per 1,000 lei production good compared with 1977, obtain- 
ing more than 11 billion lei in savings, of which approximately 7 billion 
were due to reducing material expenses. Despite these positive results, 

the plan tasks were not fulfilled, in particular, by the enterprises in the 
chemical, machine construction, food and metallurgical industries. The lev- 
el of total planned costs per 1,900 lei production good was exceeded in a 
large number of centrals and enterprises. 


As an overall indicator, costs were affected, through conventional-constant 
expenses, by failure to fulfill the plan of production of goods in the vol- 
ume and structure provided in particular for the enterprises in the food, 
chemical and machine constructionindustries. Another cause has been exceed- 
ing the consumption quotas for conventional fuel, electrical energy, metal- 
lurgical coke, rolled metal, phosphoric concentrates, sulphuric acid, ammo- 
niac and so forth. The iron and steel combines have not fulfilled the coef- 
ficient for removing full finished laminated metal fromingot steel and forged 
continuously, a fact which led to an additional consumption of more than 
200,000 tons. The Brozesti Petrochemical Combine, due to the failure to 
respect the planned consumption, exceeded costs by 13 lei per 1,909 lei 
production good, while the Copsa Mica Carbosin Enterprise for the same rea- 
son exceeded costs by more than 24 lei per 1,009 lei production good. The 
failure to reach the planned parameters by some new units also negatively 
affected fulfilling the cost and material expenses indicators. Units in 

the chemical industry were in this situation; they registered additional 
costs of more than 780 million lei, along with 8 units in the metallurgical 
industry, 11 capacities in light industry and so forth. 


Added to these cases also is the fact that the programs to reduce costs were 
not in all cases substantiated with specific measures which would invelve the 
entire collective in the enterprises in the action to reduce costs, particu- 
larly the engineers and technicians from design and production; these progrars 
still have not become effective tools in the organization and leadership of 
production, while the search to materialize the measures provided in them 

has not risen to the appropriate level. It is not everywhere that the work- 
ers councils are regularly analyzing the way that the calculations to reduce 
costs per unit of product are substantiated and appropriate attention is not 
being given in all cases to the firm and timely application of the measures 
worked out. 


A problem being analyzed in particular is the way that the structural factors 
synthesized by the indicator are reflected in the level of costs per 1,0 
lei production good, that is, the variety structure of production, production 
price and unit cost per unit of reference. Thus, the construction materials 
central, although it had a favorable variety structure and an evolution of 
production prices which brought a positive affect to the level of expenses 
per 1,000 lei production good, was not within the planned task for 1978 due 
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to exceeding the unit costs; this means that the central did not take deci- 
sive action to reduce costs per unit of product, with its own effort in this 
area being practically nonexistent. A similar situation was recorded in 
1978 in the Tirgoviste Special Steels Combine and the Galati Iron and Steel 
Combine. 


How Should the Quality of Programs To Reduce Costs Re Raised? 


hespite the fact that the importance of reducine production costs in order 
to have overall development of the national ecnomy is clear, even todav we 
encounter certain aspects which seem totally paradoxical when confronting 
the exigencies of the concept of economic efficiency and the improved econo- 
mic-financial mechanism. For example, there still are economic wits which 
under various pretexts are attempting to obtain higher costs and smaller 
tasks--in compiling and approving the plan--which they could fulfill easily. 
Some enterprises and industrial centrals are spending more time drawing up 
projects pleading in favor of this kind of position than in the actual activi- 
tv of mobilizing the internal production reserves and materializing the spe- 
cific measures which lead to lowering the costs per wit of product. 


The current problems of reducing production costs and material exvenses no 
longer can be solved by “traditional” means nor can thev be left merely as 

the task of the head accountant's sector. What is needed at the present time 
are technical solutions and the broad participation of technical cadres in re- 
ducing production costs by improving the technological process, extendine the 
rational utilization of substitutes, redesigning products with outdated tech- 
nical-economic dimensions and assimilating new products with hirh economic 
efficiency. 





The plan tasks for reducing total and material production costs for this vear 
have been known since the summer of 1978, when it was established that hy the 
end of September 1978 the collectives in the enterprises and centrals, with 
tre aid of the ministries and central organs, would work out technical and 
«-onomic measures which would totally cover the volume of savings atmed at he- 
ing obtained through reduction in production costs, particularly material ex- 
nene_s. The units in the energy industrv,in transport and telecommunications and 
industrial construction all succeeded in covering the proprams to reduce pro- 
duction costs , However, in some industrial centrals this concerm did not 
rise to the level of demands, a fact also demonstrated bv the fact that on 
15 March 1979 the technical-economic measures worked out were covering the 
nlan tasks for reducing production costs and material exnenses to a completely 
insufficient extent. This is the case at the Bucharest Industrial Central of 
How ehold Articles, where the degree of coverare with measures was only 34.1 
percent, the Bucharest Industrial Central of Motors and Flectrotechnical Ma- 
ter als (35.3 percent), the Brasov Industrial Central of “otor Vehicles for 
ransport (19.8 percent), the Bucharest Industrial Central of Metallurgical 
Processing (23.9 percent), the Bucharest Meat Industrial Central (43.7 percent) 
and others. 








Particular ttention in the future must be given to this problem of covering 
the plan to reduce costs with measures. In this framework it is necessarv 








for a greater emphasis to Be placed on the contribution of the technical 
plan to reducing production costs and on the assimilation and rapid intro- 
duction into production of the results of scientific research, new technolo- 
gies and products with high-qua:ity technical and economic characteristics. 
Especially since the analyses made in some units (the Brasov Tractor Fnter- 
prise, the Galati Iron and Steel Combine and so forth) have brought out that 
not all technical departments are sufficiently participating and knowing 
the positive effects of introducing technical progress on reducing produc- 
tion costs in the particular units. Bearing in mind that the introduction 
of technical progress must contribute with a ereater share to reducing pro- 
duction and particularly material costs and that currently there still are 
difficulties in substantiating the programs to reduce costs in 1979 with 
measures in a large number of enterprises and centrals, it is necessary to 
attract technical cadres, who directly lead the production processes, to a 
greater extent with a view to identifving new technological solutions for in- 
clusion in the levels of costs established by the plan. With the goal of 
aiding cadres in the units, the State Planning Committee, the National Council 
for Science and Technology and the Central Statistical Directorate even this 
year have worked out methodological and technical standards for calculating 
the indicators for introduction of technical progruss and determining the 
size of the technical plan's contribution to increasing economic efficiency, 
standards which should be studied thoroughly by srecialists in the enterpri- 
ses and centrals and applied. 


In this broad process of reducing production costs, which actually involve 
all aspects of the enterprises’ activity, close and permanent collaboration 
is needed between the technical and the economic cadres in order to discover 
new reserves which will lead to lowering material expenses and live labor ex- 
penses and to reducing the level of costs by products, bv parts and by each 
place of work. 
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ROMANTA 


CAUSES OF, SOLUTIONS TO CONTRACTING DELAYS EXAMINED 
Hucharest REVISTA ECONOMICA in Romanian No 14, 6 Apr 79 p ll 
/Article by Serban Stelu and Comel Suciu/ 


/Text/ The contract in Romania's socialist economy is an important instrument 
of planning but also of implicitly carrying out the production tasks estab- 
lished by the plan. Total respect for the provisions it includes and for the 
mutual obligations of the contracting sides is an obligation of the greatest 
importance and assurance of the resources needed for production and for good 
progress of material-technical supply directly depend om respect for it with- 
in the terms established. 


Experience of recent years has shown that, along with the enterprises which 
succeed in closing contracts with the suppliers of raw materials and with the 
beneficiaries in time, there are economic wnits where this operation is much 
delayed, being prolonged even throughout the plan year. In order to reach 

the causes of this situation, particularly some proposals to improve the mech- 
anism of supply, we must proceed from the analysis of the normative provisions 
wich regulate the progress of the activities which assure the material hase 
of the production plan and which bring out that: 


The contracts must have at their base the material balances approved and dis- 
tribution issued by the plan (Law No 8/1972); 


In time, the contracting should be concluded before approval of the plan which, 
at that point, should practically completely be covered with firm contracts 
capable of assuring the certainty of supply and sale (Law No 5/1978). 


As -e know, in order to have respect for these provisions and timely closing 
of contracts, the Ministry of Supply annually works out working methods with 
srecise instructions and terms for concluding the precontractual operations. 
in 1978, in preparation for the 1979 plan, the methods issued initially es- 
tablished that the term for concluding contracts was 31 May, a term later ad- 
vanced to 3 June so that, later, by Decree 240/1978, the date of 3) August 
would be established as the final one. Om the other hand, at the work of 
the working meeting of the RCP Central Committee of 28 September 1978, atten- 
tion was drawn to the fact that there still were large quantities of as yet 
uncontracted products on that date and that it was necessary that all the 
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problems connected with contracting of production and material-technical 
supply for 1979 be clarified by the end of October. 


In November 1978, finalization of the orovisions of the single national plan 
of social-economic development for 1979 led to the change in some material 
balances so that, actually, the contracting operation had to be retaken from 
the beginning. An example is the balance of imported synthetic rubber, for 
which the quota for the first quarter of 1979 was increased 30 percent over 
the balance approved by Decree 249 in November 1978 and, in addition, there 
was a substantial change in the quarterlvspacing so that a new analvtical 
balance had to be made and all contracts had to be changed. So, in certain 
cases and for certain products the date of 3 November, when the operation 
had to be taken over again, was arrived at from the date of 31 “Mav, when 
the first term was set for finalization of the contracting. The effects are 
not hard to identify. Delaying of the contracting brought lack of a steadv 
rate in supplying some places of work with this verv important material, a 
fact which, like a chain reaction, caused the lack of a steady rate in monthlv 


and ten-dav oroduction, irregular work, reduced utilization of production ca- 
pacities and workine time. 


The differences between the terms established by the methods and the actual 
ones of concluding the contractine, in our opinion, are caused hv reasons 
without the elimination of which it no longer will be possible to eliminate 
the delavs in concluding economic contracts. VMainlv it is a question of the 
fact that the current succession established alone the channel of precontrac- 
tual actions does not assure continuity and efficiency in concludine contracts. 
In our opinion, an adequate succession of contracting stages should he as fol- 
lows: Working out and approving overall balances through which the main indi- 
cators--production, import, export and domestic consumption parceled out hy 
plan holders --are established; sending the overall balances to the coordi- 
nators of balances and of the quotas to the plan holders; depositing with the 
coordinators the balances of the evolvents with specifications and with par- 
celing out of the quotas to all consumer units in the country by vear and hv 
quarters; working out analytical balances bv the coordinators of balances, in- 
cluding optimization of transport; issuance of distributions and excernts of 
the balance: issuance of the orders; concludine of the contracts. 


Such a succession could contribute to avoiding certain additional exnenses like 
the kinds made in 1978--for example--when contracts for 1979 were concluded 
for products Like caustic soda, chlorine, indigenous synthetic rubber and so 
forth merely on the basis of previous vears' exnerfence, hefore working out 
and approving the overall balance through the nlan. As a result these con- 
tracts had to he redone later, since the quotas established bv the overall 
halances approved by the plan differed substantially from those allocated 
previously (without having the synthetic balances approved at their hase). In 
order to eliminate this defect, we feel it is necessary that the overall hal- 
ances be worked out and approved by W™ June of the current vear for the next 
vear, takine into account the provisions of Law No 8/1972, which stipulates 
the need for bringing the plan up to date a half-vear ahead of hbepinnine to 
carry it out; continuing, we feel that the followine are possible terns: 

















Sending quotas tc the plan holders and overall balances to the coordina- 
tors of balances: 10 July 


Depositing the evolvents with specifications with the coordinators of bal- 
ances: W July 

Working out of analytical balances by the coordinators of balances (includ- 
ing optimization of transport) and issuance of distributions and excerpts 
of the balance: 15 September 

Sending orders to the suppliers: 3 September 

Concluding of contracts: 30 October 

Approval of the plan in all its chapters: 30 October. 


Another reason for delays in contracting for 1979 lies in the way the bal- 
ances are equilibrated where, sometimes, also included in the chapter of 
"resources" are the productions of new projects which, however, do not have 
all the conditions assured which would actually produce during that vear. 

In our opinion, it would be necessary that, in bringing the plan up to date 
6 months before it is carried out, possible production to be achieved should 


be established more carefully and only those should be provided in the hal- 
ances. 


Among the major causes of delays in contracting, there still is one referring 
to the amount of the quota of import. As we know, some products and varie- 
ties are brought only by importing, with production in Romania nonexistent, 
while others are manufactured in Romania and a portion of them are imported. 
In order for the import to be able to be contracted in time, it is necessary 
for the importing organizations to be in possession of the specifications ?-4 
months before the date that the particular materials should he brought into 
Romania. This means that through the overall balance disseminated to the co- 
ordinators of balances in July the import quota always should he established 
at the level of the real need. Unfortunately, for some products, things han- 
pen otherwise. Sometimes, the import quota introduced into the initial over- 
all balance is insufficient and, as a result, is changed together with approv- 
il of the state plan, thus, at the end of the year. This situation requires 
rdoing the analytical balance and changing the initial specification, an on- 
eration which, in relationship to the product and the scope of the chanee, 
lasts 10-30 days or even more, delaying the import faced with the needs of 
oroduction(the case of the imported synthetic rubber). 


Bearing in mind the conditions in which the import is contracted and the loneg- 
er length of time of the action on the international market, it would be use- 
ful for the overall balances disseminated in Julv to estalish as exactly as 
possible the quantity to be imported so that it does not have to be changed 
again toward the end of the vear or, in any case, the changes should he as 
smal. as possible. 
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YUGOSLAVIA 


FURTHER REPORT ON PRISTINA MEETING NOTES DATA ON POOLED FUNDS 
Belgrade RAD in Serbo-Croatian 20 Jul 79 p 10 


[Excerpts] At the 13-14 July conference held in Pristina on the associating 
of work and resources and joint investments of associated work organizations 
in the underdeveloped republics and Kosovo, about 200 representatives of 
work organizations, federal organs and organizations, and other socio-politt- 
cal organizations and communties were present; 35 reports were given. At the 
conference I[lija Vakic, president of the Yugoslav Economic Chamber, stressed 
that the meeting has great importance as a means of finding the best forms 
for creating policy that would further more rapidly the development of under- 
developed areas. He said that these areas have developed at an annual rate 
of 6.2 percent which is nearly that for the country as a whole; but in the 
first 3 years of the current plan they did not meet plan expectations, except 
in regard to employment. Although measures for stimulating faster development 
were carried out as a whole, because 34 billion dinars were granted to these 
areas from the Fund [for financing the underdeveloped areas] and another 13 
billion dinars were spent from the federal budget in the first 3 years of 

the current plan, the social product in these areas increased at a rate of 
lonly] about 5 percent above the country's average; however, a 20-to-25 per- 
cent higher rate was planned. 


He said that investments were not carried out according to plan, nor were 

the volume and level of associating work and resources on the qualitatively- 
new income bases according to plan. Some more developed republics were 

largely preoccupied with developing their own opstinas and regions. Re- 
stricting the circulation of money and capital accumulation to one's own 

area has been a serious obstacle. In addition, the more developed areas 

are interested largely in "raw material” capacities which they lack. In 
contrast to this, the undeveloped areas see their interest in joint invest- 
ments with the developed areas in order to manufacture finished products from 
their own raw material resources, and this means building processing capacities. 


Bahri Oruci, president of the Kosovo Executive Council, stressed that the 
meeting was being held at the right time when social plans of development 
were being prepared throughout the country. He said the most important 
thing is Kosovo's inclusion in a unified Yugoslav market, especially in 

the associating of work and resources with organizations from the developed 
republics and Vojvodina. 
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lovan Kepcija, assistant director general of the Federal Bureau for Social 
Vianning, said that in 1978 the associated [pooled] funds of basic organi- 
zations amounted to 16.5 billion dinars, while those of organizations of 
associated work amounted to about 49 billion dinars. These are small amounts. 
[According to] data on the pooling of work organizations’ funds with the 
funds of the [Federal] Fund [for financing development of the underdeveloped 
areas], the Slovenian economy pooled in this way only 0.21 percent of its 
total pooled funds, Croatia 0.58 percent and Serbia 0.29 percent; Vojvodina, 
which has been able to pool about 700 billion dinars up to now, did not 
associate one dinar for investment in development programs of the undeveloped 
areas. Kepcija stressed that there are many plans for building manufacturing 
capacities which can increase income and employment, but this cannot be done 
because of lack of funds. 


Klime Corbe, director of the Federal Fund for Financing Faster Development 
of the Underdeveloped Republics and the Province of Kosovo, said that last 
year only 4 percent of all investments in Yugoslav economic development were 
made through the process of associating labor and funds between the developed 
and the underdeveloped areas. 
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YUGOSLAV-INDONESIAN TRADE, COOPERATION DISCUSSED 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 22 Jun 79 p 4 


[Report of an interview with Moeljadi Moeljopoetro, first secretary 
of the Embassy of the Republic of Indonesia in Belgrade, by Editor 
Zdravka Cicmirko-Pokrajcic: "Cooperation Could be Even Broader"; date 
and place not given] 


[Excerpts] Indonesia was one of the first and very significant * 
economic partners of Yugoslavia among nonalined and developing 

countries. After a certain stagnation, which continued for several 

years, in the course of 1973 economic relations with this country 

were revitalized. The intensive development which the Indonesian 

economy has registered lately was a stimulus for investment cooperation 

between the two countries at a rather satisfactory level. Yugoslav 

involvement in financing work on the construction of investment objects 

in Indonesia is very significant. 


Moeljadi Moeljopoetro indicated that, as he put it, Yugoslav imports 
from Indonesia are unsatisfactory. “Namely, it is our opinion that 
imports could be much greater if larger quantities of items such as 
India rubber and coffee in particular, which Yugoslavia imports, were 
to be purchased in Indonesia. 


"During the first 4 months of last year Yugoslav imports from Indonesia 
amounted to $3.2 million, while for the same period of this year 
Indonesian exports to the Yugoslav market amounted to $8.1 million, 
i.e., more than double. During the first 4 months of 1978, Indonesian 
imports from Yugoslavia amounted to $19 million, while this year, 
having decreased markedly, they are down to $13 million for the same 
period. Of course, I must emphasize that this is favorable for 
Indonesia, because the differences were much greater, a situation 
which continued for a full 5 years. However, the great discrepancy 
in the balance of trade between the two countries in favor of 
Indonesia occurred because we received cradits from Yugoslavia. Thus, 
last year 90 railroad cars were imported from Gosa for the needs of 





the Indonesian railroad, plus 23 buses, 20 trucks, 439 traffic lights, 
electric machines, and other instruments. For this year, contracts 
have been concluded with the TAM industry from Maribor for the delivery 
of trucks and buses, with the Tomo Vinkovic factory for the delivery 
of tractors with 20 and 25 HP, with Slovenijales of Ljubljana, 
Energoprojekt of Belgrade, and some additional economic organizations. 
At present Indonesia is working very hard at enhancing the development 
of the economy in all spheres. The chief investment works are Seing 
carried out by Rudnap of Belgrade, and Energoinvest of Sarajevo. 


"As far as ships are concerned, thus far we have ordered only one, 
to be delivered by the shipbuilding yard of Split. Here I mst 
emphasize that [the terms of] Yugoslav credits for [the purchase of] 
ships are unfavorable for us.” 


The further course of the conversation revealed that it is a matter of 
an interest rate of 8 percent, an S-year payment term, and a down 
payment of 50 percent of a ship's value at the time of concluding 

the agreement, which, according to Moeljadi, is much stricter than, 
for example, terms offered by the Japanese. “Commercial credits are 
very burdensome for us,” he emphasized. 


"We are particularly interested in the further development of 
scientific-technical cooperation,” emphasized Moeljadi. “At this 
point Indonesia has six physicians specializing in Yugoslavia, four 
stomatologists, two bacteriologists, and one student in agronomy. It 
is certain, however, that in this respect we can do much nore.” 


"Indonesia and Yugoslavia are friendly countries. They hold the same 
views on many international questions. Both countries are striving 
for equality among nations, a new economic order, and they both belong 
to the nonalined movement. Thus, since they are very close in their 
political orientation, my opinion is that this must also be the case 
wth respect to their economic cooperation. In this regard ve could 
cooperate more, because my assessment is that the degree of economic 
relations, at least thus far, is not adequate to that of our 
political relations.” 
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YUGOSLAVIA 


OFFICIAL DISCUSSES STATUS, FUTURE OF TOURISM 
Belgrade RAD in Serbo-Croatian No 26, 29 Jun 79 p 4 


[Interview with Milovan Djokanovic, president of the Tourist Association 
of Yugoslavia: “More than Sea and Sun"; date and place not given] 


[Text] [Question] There is frequent mention of stagnation in our tourism. 
Is tourism truly stagnating? 


[Answer] One can speak of a period of stagnation, and even decline, of 
tourism, between 1973 and 1977, while 1978, om the other hand, registered 

a record. This season we had 83 million overnight stays, 35 million of which 
were by foreign visitors, with an inflow of foreign currency in the amount 

of $1.2 billion, including earnings cleared by owners of private accomnoda- 
tions. The National Bank of Yugoslavia recorded $1.5 billion, which is 

20 percent more than in 1977. 


Consequently, it is clear that our tourism is not stagnating. On the con- 
trary, the past year demonstrated that we have great potential for further 
development. We are, indeed, insufficiently aware of this potential. One 
of our most prominent shortcomings is evident in the fact that our tourist 
accommodations are incomplete. We often reduce tourism to food and board. 

We are insufficiently utilizing all of our advantages in relation to other 
tourist countries: historic and cultural monuments, natural beauty, etc. 

We must therefore fill the gap between the old, classic tourist accommo- 
dations and everything modern tourists demand. Namely, we do not have family 
pensions, specialized restaurants, we lack souveuirs... 


All in all, our economy has been insufficiently oriented toward tourism 
and its needs. For this reason nompeution consumption in Yugoslavia is 
rather low: hardly some $30 a day per visitor, while in Switzerland it is 
$60, in Italy $52, and in Spain $58. 


[Question, -ear, it seems, not all wishes for a summer vacation on our 
seashore wii iulfilled. Is the plan for constructing lodging facilities 
being carried ou. so that the discrepancy between needs and capacity will 

be avoided in the future? 
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{|Answer] The social plan for the development of the country anticipates that 
in 1980 the tourist industry will realize about 100 million overnight stays. 
Foreign touris.s--44 million overnight stays--should effectuate an inflow 

of foreign currency in the amount of $1.6 billion. In order to succeed 

in this, we need to provide 80,000 beds in hotels, and 125,000 in so-called 
complementary facilities. Thus far this has not been carried out as planned. 
This is due primarily to the fact that the accumulative power of the tourist 
industry is not sufficient for greater ventures, nor is the crediting- 
monetary policy such as to aid the realization of the plan. We have, there- 
fore, succeeded in constructing only one-third of the planned facilities. 


[Question] Does this mean that the tourist industry is in an unfavorable 
economic situation? 


[Answer] Tourism will not land on a “green bough" until other economic 
branches and activities which participate in the creation of a tourist 
product also begin to approach tourism in a different fashion. The extent 
to which tourism can enhance the development of other [economic] activities 
is demonstrated by the examples of developed tourist localities in which, 
aside from poverty, previously, there was almost nothing. In individual 
nonindustrial tourist cities, national income is even markedly higher than 
the Yugoslav and republic average. In Porec, for example, it amounts to 
$3,708 per capita (the repbulic average is $2,120), or in Budva it is 
$3,403, which is three times higher than the republic average. 


However, despite the fact that tourism can enhance the development of 
other industrial and nonindustrial activities, the tourist industry is in 
a rather unfavorable economic situation, whach means that it receives in- 
sufficient attention. Out of 52 economic branches, for example, tourism, 
vccording to the amount of personal incomes, is in 49th place. 


The funds of tourist work organizations available for extended reproduction 
ar. burdened mainly by great responsibilities--payments of loans approved 
under unfavorable conditions (short terms, high interest rates). In 1977, 
for example, hotels expended 23.9 percent of realized income just for loan 
payments, while for the same purpose the rest of industry expended a 
considerably smaller portion of its revenues--16.4 percent. It is known that 
the prices of hotel services are set 1 year in advance. Regardless of the 
fact that in the meantime the prices of everything else increase regularly, 

i tel prices must remain the same because of competition. 


y see a solution to this in the alteration of the terms of credits. That 
is to say, it is necessary to extend payment terms end lower interest 

rates for both old and new loans, and in general, te develop a crediting- 
monetary policy which will enable much faster development of the tourist 
industry, under conditions that will be much more favorable than thus 

far. Some republics have already taken steps in this direction by providing 
certain mitigations for the tourist industry in the form of beneficial 











interest rates, etc. In addition, the request of tourist work organizations 
that their status as exporters be recognized, i. e., the treatment of the 
export of tourist services be equal to that of other goods, is also very 
Significant. This is so because tourism, for example, accounts for one- 
third of total exports of agricultural-food items. Thus, this request is 
justified and it should be granted. 


{Question] Tourism, primarily hotels, are increasingly oriented toward 
foreign tourists, while domestic visitors serve as a reserve, when foreigners 
fall short [of expectations]... 


[Answer] At present there a-e 1.1 million beds, 300,000 of which are in 
hotels, and the remairder is private accommodations, holiday facilities, 
camps, etc. Some 58 percerc of total tourist turnover is realized in July 
and August. Under such circumstances it is impossible to meet the total 
demand. Since the income which hotels realize from foreign tourists is 
higher than that from domestic ones (premiums, having a portion of the foreign 
currency at their disposal, etc), it is clear why they are in favor of for- 
eigners. Domestic visitors are in an unequal position, especially in high 
season. Therefore, it is most important to begin more intensive construc- 
tion of new facilities with an appropriate infrastructure, without too 

mich luxury, marble, gigantic halls, so as to meet the increasingly greater 
demand by both foreign and domestic visitors. 


Workers holiday facilities, which have a considerable number of beds, 

are insufficiently utilized. Therefore, it is necessary to take action, 

in cooperation with trade unions and the Standing Conference of Cities, 
to.ard a different scheduling of workers and students holidays. Why are 
overhaulings and collective vacations organized only in July and August? 

If holidays were spread over several months, 4 months in the summer instead 
of 2, and at least over 2 months in the winter, we would gain a great deal. 
The current pressure on July and August would be reduced, while facilities 
would be utilized more uniformly. 


[Question] Domestic tourists, probably because there is no space for them 
at our seashore, go on vacation in other countries. This results in a 
rather high flow of foreign currency out of our country... 


[Answer] This has a negative effect on our balance of payments. Last year 
over 26 million Yugoslav citizens crossed the borders either in regular or 
short-term traffic. Such a large turnover is a great burden on our foreign- 
currency balanr_e, particularly because among the tourists there are many 

of those who go abroad to shop. Our industry and trade must therefore pay 
closer attention to consumer demands and meet their desires so as to lower 
the amount of foreign currency spent abroad unnecessarily. 
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{Question} How much will the situation on the Montenegrin shore affect 
this year's tourist season? 


[Answer] Last year the Montenegrin shore realized 1.7 million overnight 
Stays by foreign tourists. For this year this is practically lost. Never~ 
theless, it is my opinion that, generally speaking, this year we will real- 
ize a tourist turnover at least at the same level as that of last year, be- 
cause in the meantime we have opened new facilities. There are about 20,000 
new beds, some of which are in hotels, and some in other facilities. This 
will alleviate the consequences of the earthquake to some extent. Although 
some of the hotels on the Montenegrin shore are prepared to accommodate 
visitors, it is still much smaller than last year when this part of our 
seashore realized 8 percent of total tourist turnover in the country. 
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YUGOSLAVIA 


BRIEFS 


MACHINEBUILDING IN KOSOVO--This fall one can expect agreements to be con- 
cluded on opening the first production capacities in the field of machine- 
building and electric machinebuilding in Kosova. The plants will probably 
be opened by work organizations in Serbia which produce equipment and are 
participating in constructing energy projects in Kosova. These include 
the Minel, Gosa, 14. oktobar, and MIN enterprises, as well as the Railroad 
Car Factory in Kraljevo. Thus, some of the production programs of these 
work organizations will be shifted or expanded to the new capacities in 
Kosovo. Initially, priority will be given to repairing electric power 
station equipment. [Excerpts] [Belgrade EKONOMSKA POLITIKA in Serbo- 
Croatian 2 Jul 79 p 15] 


NEW OLL FIELD IN SLAVONIJA--Stevkovica oil field, not far from Marjanski 
Ivanovei village, ten kilometers from Donji Miholjac, will start operating 
on Tuesday. It is located in the richest Yugoslav oil area of Benicevci, 
which supplies more than one fourth of the total oil production in our 
country. Stevkovica oil field was discovered in September, 1975. Six 

wells have been drilled thus far, and 4 will be put into operation on 
Tuesday. Stevkovica will yield 34,000 tons of crude oil by the end of the 
year and 100,000 tons the following year. [Zagreb VJESNIK in Serbo-Croatian 
18 Jul 79 p 1] 
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